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TITU  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I— Civil  Service  Commission 

Part  6 — Exceptions  Prom  the 
^  Competitive  Service 

veterans  administration 

Effective  upon  publication  in  the  Fed- 
guL  Register,  paragraph  (c)  (1)  of 
§  6.122  is  revoked. 

(B.  S.  1763,  sec.  2,  22  Stat.  403,  as  amended; 
6  0.8.  C.  631,  633) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Wm.  C.  Hull, 

Executive  Assistant. 

rp.  R.  Doc.  68-3950;  Piled,  May  26.  1958; 
8:48  a.  m.] 


TITLE  6— AGRICULTURAL  CREDIT 

Chapter  IV— Commodity  Stabilization 
Service  and  Commodity  Credit  Cor¬ 
poration,  Department  of  Agriculture 

Stfbchapttr  B  ■  loons,  Purchases,  and  Other 
Operations 

[1958  C.  C.  C.  Cotton  Bulletin  1] 

Part  427 — Cotton 

SOBPART — 1958  COTTON  LOAN  PROGRAM 

This  bulletin  contains  the  regulations, 
instructions,  and  requirements  with  re¬ 
flect  to  the  1958  Cotton  Loan  Program  of 
Conunodity  Credit  Corporation  (herein¬ 
after  referred  to  as  <X!C)  formulated  by 
CCC  and  the  Commodity  Stabilization 
Service  (hereinafter  referred  to  as  CSS) . 
Loans  will  be  made  available  on  upland 
and  extra  long  staple  cotton  produced  in 
1958,  in  accordance  with  this  bulletin. 
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427.917  Maturity. 

427.918  Safeguarding  farm-stored  cotton. 

427.919  Warehouse  receipts  and’  Insurance. 

427.920  Insurance  on  farm-stored  cotton. 

427.921  Warehouse  charges. 

427.922  Loans  on  order  bills  of  lading. 

427.923  Loans  on  cotton  to  be  reconcen¬ 

trated. 

427.924  Advance  loans. 

427.925  Loans  on  uplAnd  cotton  prior  to 

August  1, 1958. 

427.926  Tender  of  notes  by  lending  agencies. 

427.927  Loss  or  damage  to  pledged  cotton. 

427.928  Transfer  of  producer’s  Interest. 

427.929  Repayments  by  the  producer. 

427.930  Cotton  cooperative  marketing  asso¬ 

ciation  loans. 

427.931  Custodial  offices. 

427.932  Schedule  of  premiums  and  dis¬ 

counts  for  upland  cotton  (basis  1- 
inch  Middling).  ^ 

Authohitt:  §$427,901  to  427.932  issued 
under  sec.  4,  62  Stat.  1070,  as  amended;  15 
U.  S.  C.  714b.  Interpret  or  apply  sec.  6,  62 
Stat.  1072,  secs.  101,  401,  63  Stat.  1051,  as 
amended,  1054,  as  amended;  15  U.  S.  C.  714c, 

7  U.  S.  C.  1441, 1421. 

§  427.901  Administration.  Under  the 
general  direction  and  supervision  of  the 
Executive  Vice  President,  CCC,  the  Cot¬ 
ton  Division  and  other  appropriate  Divi¬ 
sions  of  CSS  will  carry  out  the  provisions 
of  this  subpart.  In  the  field,  the  pro¬ 
gram  will  be  administered  through  the 
New  Orleans  CSS  Commodity  Ofllce,  120 
Marais  Streep,  New  Orleans  16,  Louisiana 
(referred  to  in  this  subpart  as  the  “New 
Orleans  oflBce”) ,  and  Agricultural  Stabi¬ 
lization  and  Conservation  (referred  to  in 
this  subpart  as  “ASC”)  State  and  county 
committees  (referred  to  in  this  subpart 
as  State  committees  and  county  com¬ 
mittees,  respectively) .  Forms  will  be 
distributed  by  the  New  Orleans  office  and 
will  be  available  at  county  ASC  offices 
(referred  to  in  this  subpart  as  county 
offices)  and  at  approved  lending  agen¬ 
cies,  approved  warehouses,  and  others 
designated  to  participate  irf  the  loan  pro¬ 
gram.  State  and  county  committees  and 
the  New  Orleans  office  do  not  have  au¬ 
thority  to  modify  or  waive  any  of  the 
provisions  of  this  subpart  or  any  amend¬ 
ments  or  supplements  hereto,  v 

§  427.902  Availability  of  loans — (a) 
Loans.  Loans  will  be  available  to  eli¬ 
gible  producers  on  eligible  cotton  and 
will  be  made  available  through  ware¬ 
house,  farm-stored,  and  bill  of  lading 
loans. 

(Continued  on  next  page) 
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(b)  Area.  Loans  on  cotton  covent 
by  bills  of  lading  will  be  avail^le  in 
areas  specified  by  the  New  Orleans 
Warehouse  and  farm-stored  loans  vd 
be  available  on: 

(1)  Upland  cotton  wherever  produced 
in  the  continental  United  States. 

(2)  Extra  long  staple  cotton  produced 
in  areas  designated  in  this  subpsrs- 
graph. 

(i)  American-Egyptian  cotton  pro* 
duced  in  Cochise,  Graham,  Oreenke,  ' 
Maricopa,  Mohave,  Pima,  Pinal,  Santa 
Cruz,  and  Yuma  Coimties,  Arizona;  Im* 
perial  and  Riverside  Counties,  Cidiftff* 
nia;  Dona  Ana,  Eddy,  Lima,  Otero,  and 
Sierra  Counties,  New  Mexico;  and 
Brewster,  Culberson,  El  Paso,  Hudspeth, 
Jeff  Davis,  Loving,  Pecos,  Presidk), 
Reeves,  Terrell,  and  Ward  Countks, 
Texas,  at  the  rates  which  will  be  issued 
at  a  later  date. 

(ii)  Sea  Island  and  Sealand  cotton 
produced  in  Berrien.  Cook,  and  Lanier 
Counties.  Georgia;  and  Alachua.  Brad* 
ford,  Columbia,  Hamilton,  ‘  Jefferson, 
Lake.  Levy,  Madison,  Marion,  Orange, 
Putnam,  Seminole,  Sumter,  Suwannee, 
Union,  and  Volusia  Counties,  Florida: 
and  Sea  Island  cotton  produced  from 
seed  planted  in  1958  in  Puerto  Rico  at 
the  rates  which  will  be  issued  at  a  lata 
date. 

(c)  Time.  Loans  shall  be  availabk 
from  the  date  rates  are  announced 
through  April  30, 1959.  Notes  and  chat¬ 
tel  mortgages  covering  farm-stored  cots 
ton  must  be  signed  by  the  producer  and 
delivered  to  the  county  office  on  or  before 
April  30,  1959.  Note  and  Loan  Agree¬ 
ments  covering  warehouse-stored  cotton 
must  be  signed  by  the  producer  and  de¬ 
livered  to  the  lending  agency  on  or  be- 
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A  numerical  list  of  the  parts  of  the  Code 
of  Federal  Regulations  affected  by  doctunents 
published  in  this  issue.  Proposed  rules,  as 
opposed  to  final  actions,  are  identified  as 
such. 
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The  following  Supplements  are  now 
available: 


Title  26  (1954),  Parts  v  20-221, 
Rev.  Jan.  1,  1958  ($4.25) 

Title  32,  Parts  800-1099  ($0.65) 


Title  5 

Chapter  I: 

Part  6 . 

Title  6 

Chapter  IV: 

Part  427 . — 

Title  7 

Chapter  IX: 

Part  922 _ 

Part  1022 . . 

Title  16 

Chapter  I: 

Part 34  (proposed).. 

Title  17 

Chapter  H: 

Part 249  (proposed). 

Title  19 

Chapter  I; 

Part  1 . . 

Title  32 

Chapter  I: 

Part  1  (2  documents) 
Part  2  (2  documents) 

Part  3 _ 

Part  5 _ 

Part  7  (2  documents) 

Part  9 _ _ _ 

Part  10 . 


Previously  announced:  Title  3,  1957  Supp. 
($0.40);  Titles  4-5  ($1.00);  Title  7,  Parts 
1-209  ($2.25),  Parts  900^959  ($1.00); 
Title  8,  Rev.  Jan.  1,  1958  ($3.25);  Title  9 
($0.75);  Titles  10-13  ($1.00);  Title  14, 
Parts  1-39  ($0.50),  Parts  40-399  ($0.40), 
Part  400  to  end  ($1.50);  Title  16  ($1.75); 
Title  17  ($0.65);  Tide  18  ($0.50);  Title  19 
($0.70);  Tide  20  ($1.00);  Titles  22-23, 
Rev.  Jan.  1,  1958  ($4.25);  Title  24 
($1,001;  Tide  25,  Rev.  Jan.  1,  1958 
($4.50);  Tide  26  (1954),  Rev.  Jan.  1, 
1958  ($3.00);  Tides  28-29  ($1.50);  Titles 
30-31  ($1.50);  Tide  32,  Parts  1-399 
($1.25),  Parts  400-699  ($1.75),  Parts 
700-799  ($0.60),  Part  1100  to  end 
($0.50);  Title  33  ($1.50);  Tides  35-37 
($1.00);  Tide  38  ($0,40);  Title  39  ($0.60); 
Tides  40-42  ($1,001)  Title  43  ($0.70); 
Tide  46,  Parts  1-145  ($0.75),  Parts  146- 
149,  Rev.  Jan.  1,  1958  ($5.50);  Title  49, 
Parts  1-70  ($0.70),  Parts  91-164,  Rev. 
Jan.  1,  1958  ($5.00),  Part  165  to  end 
($0.75) 

Order  from  Superintendent  of  Documents, 
Government  Printing  OfBce,  Washington 
25,  0.  C 
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such  date  or  postmarked  not  later 
April  30*  100®'  H  tendered  for  direct 
to  the  New  Orleans  office  by  mail. 

Source.  Loans  will  be  available 
jJm  approved  lending  agencies  or  from 
S^ew  Orleans  office.  Disbursements 
Sr  loans  will  be  made  to  producers  by 
Jnoroved  lending  agencies  imder  agree¬ 
ments  with  CCX;,  or  by  the  New  Orleans 
Dii*ursement  of  loans  by  ap- 
wov^  lending  agencies'will  be  made  not 
^  April  30,  1959,  except  where 
ffl^cally  approved  by  the  New  Orleans 
each  instance.  The  producer 
d^not  present  the  loan  documents  for 
(Hsbursement  unless  the  cotton  is  in  ex¬ 
istence  and  in  good  condition.  If  the 
cotton  is  not  in  existence  and  in  good 
condition  at  the  time  of  disbursement, 
ttie  producer  shall  promptly  refund  the 

jffowcds. 

,1427.903  Approved  lending  agency. 
An  approved  lending  agency  shall  be  any 
jynir,  corporation,  partnership,  associa¬ 
tion,  individual,  or  other  legal  entity 
which  has  entered  into  a  Lending  Agency 
Agreement — Cotton  (CCC  Cotton  Form 
D)  with  CCC.  Banks  and  other  agencies 
^ring  to  enter  into  Lending  Agency 
Agreements  should  make  application  to 
the  New  Orleans  office,  which  will  enter 
into  such  agreements  on  behalf  of  CCC. 


1 427.904  Producer.  A  producer  shall 
be  any  individual,  partnership,  corpora- 
tim.' association,  trust,  estate,  or  other 
entity,  or  a  State  or  political  sub¬ 
division  thereof,  or  an  agency  of  such 
‘  State  or  political  subdivision,  producing 
diglble  upland  or  extra  long  staple  cot¬ 
ton  in  the  capacity  of  landowner,  land- 
kmL  tenant  or  sharecropper. 

i427iK)5  Eligible  producer.  A  pro¬ 
ducer  win  be  entitled  to  a  loan  on  eligible 
upland  or  extra  long  staple  cotton  pro¬ 
duced  by  or  for  him  in  1958  on  a  farm 
(as  for  purposes  of  cotton  mar¬ 

keting  quotas)  for  which  a  1958  acreage 
allotment  for  such  kind  of  cotton  has 
been  determined  imder  Title  m  of  the 
A(pl^tural  Adjustment  Act  of  1938,  as 
ame^ed  and  supplemented,  if  all  of  the 
following  requirements  are  met: 

(a)  The  1958  planted  acreage  (as  de¬ 
termined  for  purposes  of  cotton  market¬ 
ing  quotas)  of  such  kind  of  cotton  on  the 
farm  does  not  exceed  the  1958  cotton 
acreage  allotment  for  the  farm  for  such 
kind  of  cotton.  For  the  purpose  of  de¬ 
termining  eligibility  for  a  loan,  the  up¬ 
land  or  extra  long  staple  cotton  acreage 
on  the  farm  will  not  be  deemed  to  be  in 
excess  of  the  acreage  allotment  for  such 
cotton  unless  such  acreage  allotment  for 
such  kind  of  cotton  is  knowingly  ex¬ 
ceeded.  If  the  producer  operating  the 
farm  is  notified  that  such  acieage  allot¬ 
ment  has  been  exceeded  and  the  planted 
acreage  is  not  adjusted  to  such  acreage 
allotment  within  the  period  allowed 
under  the  notice,  such  acreage  allotment 
shall  be  deemed  to  have  been  knowingly 
exceeded  by  the  producers  having  an 
interest  in  the  cotton. 

(b)  Where  eligible  cotton  is  produced 
by  a  landlord  and  his  share  tenant  or 
sharecropper,  a  loan  may  be  obtained 
only  as  follows: 

(1)  If  the  cotton  Is  divided  among  the 
producers  entitled  to  share  in  such 


cotton,  each  landlord,  tenant,  or  share¬ 
cropper  may  obtain  a  loan  on  his  sep- 
stidirc 

(2)  If  the  cotton  Is  not  divided,  (i) 
the  landlord  and  one  or  more  of  the  share 
tenants  or  sharecroppers  may  obtain  a 
joint  loan  on  their  shares  of  such  cotton, 
or  (ii)  the  landlord  may  obtain  a  loan 
on  cottoii  in  which  both  he  and  one  or 
more  share  tenants  or  sharecroppers 
have  an  interest  if  he  has  the  legal  right 
to  do  so,  and  in  such  cases  the  share 
tenants  or  sharecroppers  must  be  paid 
their  pro  rata  share  of  the  loan  proceeds 
and  their  pro  rata  share  of  any  additional 
proceeds  received  from  the  cotton.  In 
no  case  shall  a  share  tenant  or  share¬ 
cropper  obtain  a  loan  individually  on 
cotton  in  which  a  landlord  has  an 
interest. 

§  427.906  Eligible  cotton.  Eligible  cot¬ 
ton  shall  be  upland  cotton  produced  in 
the  United  States  in  1958  or  extra  long 
staple  cotton  planted  in  1958  and  pro¬ 
duced  in  areas  designated  under  §  427.- 
902,  which  meets  the  following  require¬ 
ments: 

(a)  Such  cotton  must  be  of  a  grade 
and  staple  length  specified  in  §  427.932. 

(b)  Such  cotton  must  not  be  false- 
packed.  water-packed,  mixed-packed, 
reginn^,  or  repacked;  upland  cotton 
must  not  have  b^n  reduced  in  grade  or 
staple  for  any  reason,  except  that  any 
such  cotton  which  is  reduced  not  more 
than  two  grades  because  of  preparation 
will  be  eligible;  extra  long  staple  cotton 
must  have  been  ginned  on  a  roller  gin, 
shall  be  of  normal  character,  and  must 
not  have  been  reduced  in  grade  or  staple 
for  any  reason. 

(c)  Such  cotton  must  not  be  com¬ 
pressed  to  high  density. 

^(d)  Such  cotton  must  have  been  pro¬ 
duced  by  the  person  tendering  it  for  a 
loan  .and  such  person  must  have  the 
legal  right  to  pledge  or  mortgage  it  as 
a  security  for  a  loan.^ 

(e)  Such  cotton  must  not  have  been 
produced  on  any  newly  irrigated  or 
drained  land  (unless  such  land  was  used 
for  the  production  of  cotton  prior  to 
May  28,  1956)  within  any  Federal  irri¬ 
gation  or  drainage  project  (as  defined 
in  section  211  of  the  Agricultural  Act  of 
1956)  or  on  land  reclaimed  by  a  fiood- 
control  project  unless  such  irrigation, 
drainage,  or  flood-control  project  was 
authorized  prior  to  May  28,  1956.  If 
such  cotton  was  produced  on  land  owned 
by  the  Federal  Government,  it  must  not 
have  been  produced  in  violation  of  the 
provisions  of  the  lease. 

(f)  If  the  person  tendering  such  cot¬ 
ton  is  a  landlord  or  landowner,'  the  cot¬ 
ton  must  not  have  been  acquired  by  such 
landlord  or  landowner  directly  or  indi¬ 
rectly  from  a  share  tenant  or  sharecrop¬ 
per  and  must  not  have  been  received  in 
pasmient  of  fixed  or  standing  rent;  and  if 
it  was  produced  by  him  in  the  capacity 
of  landlord,  share  tenant  or  sharecrop¬ 
per,  it  must  be  his  separate  share  of  the 
crop,  unless  he  is  a  landlord  and  is  ten¬ 
dering  cotton  in  which  both  he  and  one 
or  more  share  tenants  or  sharecroppers 
have  an  interest. 

(g)  The  person  or  association  tender¬ 
ing  such  cotton  must  not  have  previously 
sold  and  repurchased  such  cotton. 


(h)  Each  bale  of  cotton  must  weigh 
not  less  than  350  nor  more  than  625 
pounds,  gross  weight,  and  must  be  ade¬ 
quately  packaged  in  new  material  man¬ 
ufactured  for'  cotton  bale  covering, 
except  used  jute  and  sugar  bagging  will 
be  acceptable  if  such  bagging  is  clean 
and  in  sound  condition.  The  bagging 
must  be  sufficiently  strong  to  adequately 
protect  the  cotton.  Cotton  compressed 
to  standard  density,  whetlier  compressed 
by  a  warehouseman  or  at  a  gin,  must  have 
not  less  than  eight  bands.  Heads  of 
bales  must  be  completely  covered.  Bales 
packaged  with  new  bagging  and  ties  ' 
used  in  the  Cotton  -Experimental  Bale 
Packaging  Program  sponsored  by  the 
National  Cotton  Council,  Memphis,  Ten¬ 
nessee  (hereinafter  referred  to  as  “Ex¬ 
perimental  Bale  Packaging  Program”) 
will  be  acceptable  provided  there  is  at¬ 
tached  to  each  such  bale  a  tag  which 
identifies  such  bale  with  the  program 
and  which  shows  the  actual  tare  weight 
and  the  number  of  pounds  to  be  added 
to  the  gross  weight  of  the  bale  for  the 
purpose  of  adjusting  the  bale  to  the 
normal  gross  weight  under  such  program. 

§  427.907  Forms.  The  following  doc¬ 
uments  must  be  delivered  by  producers 
in  connection  with  every  loan  except 
loans  made  pursuant  to  SS  427.924  ami 
427.930. 

(a)  Warehouse-stored  loans.  (1) 
Cotton  Producer’s  Note  and  Loan  Agree¬ 
ment  (CCC  Cotton  Form  A,  referred  to 
in  this  subpart  as  “Form  A”) . 

(2)  Warehouse  receipts  complying 
with  the  provisions  of  §  427.919. 

(3)  Producer’s  Letter  of  Transmittal 
(CCC  Cotton  Form  B,  referred  to  in  this 
subpart  as  “Form  B”)  if  the  loan  is  ob¬ 
tained  direct  fnnn  the  New  Orleans  office. 

(b)  Farm-stored  loans.  (1)  Cotton 
Producer’s  Note  (CCC  Cotton  Form  E, 
referred  to  in  this  subpart  as  “Form  E”) . 

(2)  Cotton  Chattel  Mortgage  (CCC 
Cotton  Form  F,  referred  to  in  this  sub¬ 
part  as  *‘Form  E’)  and  Cotton  Mortgage 
Supplement  ((XJC  Cotton  F\)rm  FF,  re- 
ferred  to  in  this  subpart  as  “Form  FF”) 
covering  the  cotton  tendered  as  security 
for  a  loan. 

(3)  Form  B  if  the  loan  is  obtained 
direct  from  the  New  Orleans  office. 

(c)  Cotton  represented  by  order  biUs 
of  lading.  (1)  Form  A  executed  within 
the  area  and  during  the  period  such  loans 
are  available. 

(2)  Order  bill  of  lading  in  a  form  ac¬ 
ceptable  to  CCC  and  representing  the 
cotton  tendered  as  securi^  for  the  loan. 

(3)  If  the  Receiving  Agency  is  not  a 
warehouseman.  Weight  and  Condition 
Certificates  complying  with  the  provi¬ 
sions  of  1 427.922  and  a  Receiving 
Agent’s  Certificate. 

(4)  Form  B  if  the  loqn  is  obtained 
direct  from  the  New  Orleans  office. 

(d)  Loan  documents  executed  by  an 
administrator,  executor  or  trustee.  Loan 
documents  executed  by  an  administra¬ 
tor,  executor  or  trustee  will  be  acceptable 
only  where  valid  in  law  and  must  be  ac¬ 
companied  by  documentary  evidence  of 
the  authority-of  the  person  executing  the 
form  or  by  a  repurchase  agreement  of 
the  lending  agency.  Copies  of  this  agree¬ 
ment  may  be  obtained  from  the  New 
Orleans  office.  State  documentary  reve- 
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nue  stamps  shall  be  affixed  to  loan  docu« 
ments  where  required  by  law.  A  pro¬ 
ducer  who  desires  to  appoint  an  attomey- 
in-fact  to  act  in  his  place  and  stead  in 
obtaining  loans  shall  use  Power  of  At¬ 
torney  (CCC  Cotton  Form  18)  which 
must  be  filed  with  the  New  Orleans  office. 

§  427.908  Approved  storag  e — (a) 
Warehouses.  Cotton  will  be  accepted  as 
security  for  loans  only  if  stored  by  ware¬ 
houses  approved  by  CCC.  Warehouse¬ 
men  desiring  approval  of  their  facilities 
should  communicate  with  the  New  Or¬ 
leans  office.  The  names  of  approved 
warehouses  may  be  obtained  from  the 
New  Orleans  office  or  State  or  county 
offices. 

(b)  Farm  storage.  Cotton  in  farm 
storage  will  be  accepted  as  security  for 
loans  only  if  stored  in  a  structure  ap¬ 
proved  by  the  county  committee  for  the 
county  in  which  the  cotton  is  stored. 
Such  structures  may  be  on  or  off  the 
farm  and  must  afford  safe  storage  and 
protection  against  weather  damage, 
poultry  and  livestock,  and  reasonable 
protection  against  fire  and  theft.  If  the 
producer  does  not  own  the  premises 
where  the  cotton  is  stored,  and  his  lease 
on  such  premises  expires  prior  to  Sep¬ 
tember  30, 1959,  the  owner  of  such  prem¬ 
ises  must  execute  the  Consent  for  Stor¬ 
age  on  the  Cotton  Mortgage  Supplement. 
Any  other  tenant  who  has  a  right  or 
interest  in  the  premises  must  also  exe¬ 
cute  the  Consent  for  Storage. 

§  427.909  Weight  and  rate,  (a)  Loans 
will  be  made  on  the  gross  weight  of  up¬ 
land  cotton  and  on  the  net  weight  of 
extra  long  staple  cotton.  Notes  covering 
cotton  pledged  on  reweights  will  not  be 
accepted  if  it  is  evident  that  such  re¬ 
weights  refiect  an  increase  in  weight  due 
to  the  absorption  of  additional  moisture. 
In  order  to  encourage  improved  wrapping 
methods  and  compensate  for  resulting 
reduced  tare  weight,  in  making  loans  on 
upland  cotton  wralbped  with  material 
imder  the  Experimental  Bale  Packaging 
Program  there  will  be  added  to  the  gross 
weight  of  the  bale  an  allowance  equal  to 
the  number  of  pounds  shown  by  the  pro¬ 
gram  bale  tag  to  be  necessary  “to  adjust 
to  normal  gross  weight"  under  such  pro¬ 
grams.  No  allowances  other  than  those 
provided  for  in  this  subsection  will  be 
made. 

(b)  The  base  loan  rate  for  upland  cot¬ 
ton  applicable  at  each  approved  ware¬ 
house  will  be  shown  in  the  Schedule  of 
Base  Loan  Rates  for  Warehouse-Stored 
Upland  Cotton.^  The  base  loan  rate 
under  the  farm-stored  program  for  up¬ 
land  cotton  for  each  county  will  be  shown 
in  the  Schedule  of  Base  Loan  Rates  by 
Counties  for  Farm-Stored  Upland  Cot¬ 
ton.^  These  schedules  will  be  available 
at  county  offices.  The  premium  or  dis¬ 
count  applicable  to  each  eligible  grade 
and  staple  length  of  upland  cotton  is 
shown  in  §  427.932.  L^n  rates  for  extra 
long  staple  cotton  will  oe  issued  at  a  later 
date.  After  a  loan  is  made,  CCC  will  not 
be  obligated  to  make' adjustments  in  the 
amount  of  the  loan  as  a  result  of  any 
subsequent  redetermination  of  the 
weight  or  quality  of  the  cotton. 

^  Schedule  to  be  Issued  about  August  15, 
1958. 
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§  427.910  Preparation  of  documents. 
All  applicable  blanks  on  the  loan  forms 
must  be  filled  in  with  ink,  indelible  pencil, 
or  tsrpewriter  in  the  manner  indicated 
therein,  and  documents  containing  addi¬ 
tions,  alternations,  or  erasures  may  be 
rejected  by  CCC.  (Forms  A  having  a 
date  prior  to  Jime  3,  1955,  shall  not  be 
use<i.)  Both  copies  should  be  clearly 
legible.  The  spaces  provided  on  Forms 
A  and  E  for  the  producer  to  request  and 
direct  payment  of  the  proceeds  must  be 
completed  in  every  instance.  All  dis¬ 
bursements  made  from  the  proceeds  of  a 
note,  including  clerk’s  fee  when  de¬ 
ducted.  must  be  shown  and  the  total 
must  agree  with  the  amount  of  the  note. 
In  the  case  of  warehouse-stored  cotton, 
care  should  be  exercised  by  the  lending 
agency  to  determine  that  the  warehouse 
receipts  are  genuine.  No  deduction  may 
be  made  from  the  loan  proceeds  by  the 
lending  agency  as  a  charge  for  handling 
the  loan  documents,  except  the  author¬ 
ized  clerk’s  fee  in  case  an  employee  of  the 
lending  agency  has  executed  the  Clerk’s 
Certificate  on  Form  A.  Before  the  clerk 
prepares  loan  documents  for  a  producer, 
he  must  determine  that  the  producer  is 
eligible  for  a  loan.  The  county  commit¬ 
tee,  in  preparation  of  the  producer’s 
marketing  card,  will  indicate  the  produc¬ 
er’s  eligibility.  If  the  box  following  the 
word  ‘‘Eligible’’  contains  an  ‘‘X’’  the  clerk 
will  use  this  as  evidence  that  the  producer 
is  eligible  for  a  loan  and  sh^ll  assist  the 
producer  in  the  preparation  of  his  loan 
documents.  If  the  box  following  the 
words  “Ineligible  Unless  Loan  Agreement 
Approved  by  County  Committee”  con¬ 
tains  an  “X"  the  clerk  shall  inform  the 
producer  that  in  order  for  him  to  obtain 
a  loan  he  must  have  his  loan  documents 
prepared  in  the  county  office.  If  the  box 
following  the  word  “Ineligible”  contains 
an  “X”,  the  producer  cannot  obtain  a 
loan  on  such  kind  of  cotton  prodiibed  on 
that  farm  under  any  condition  and 
should  be  so  informed  by  t^e  clerk.  In 
the  event  that  the  marketing  card-indi- 
cates  that  the  producer  is  eligible  but 
shows  evidence  of  any  alteration  or  era¬ 
sure,  the  clerk  should  not  prepare  the 
loan  documents  and  should  inform  the 
producer  that  the  documents  will  have 
to  be  prepared  in  the  county  office. 
Lending  agencies  which  are  also  eligible 
producers  must  obtain  direct  loans  on 
cotton  produced  by  them  from  the  New 
Orleans  office  or  obtain  loans  from  an¬ 
other  approved  lending  agency. 

(a)  Warehouse-stored  cotton.  A  pro¬ 
ducer  desiring  to  obtain  a  loan  on  ware¬ 
house-stored  cotton  may  obtain  the 
necessary  forms  from  county  offices,  ap¬ 
proved  lending  agencies,  approved  ware¬ 
houses,  and  approved  clerks  (persons 
approved  by  the  county  committees  to 
assist  producers  in  preparing  and  execut¬ 
ing  the  loan  forms) .  The  Clerk’s  Certifi¬ 
cate  on  each  Form  A  tendered  for  a  loan 
must  be  executed  by  an  approved  clerk, 
who  will  assist  the  producer  in  the  prepa¬ 
ration  and  execution  of  the  Form  A.  The 
original  of  Form  A  must  be  signed  by  the 
producer  and  the  copy  marked  pro¬ 
ducer’s  copy  is  to  be  retained  by  the 
producer.  Loan  forms  must  not  be 
signed  in  blank.  All  applicable  entries 
must  be  completed  prior  to  the  time  the 


form  Is  signed  by  the  producer  dr  thi 
loan  clerk.  All  of  the  cotton  pledged^ 
security  for  any  loan  must  be  of  the 
grade  and  staple  length  and  muskh* 
stored  in  the  same  warehouse.  Not  moSt 
than  999  bales  shall  be  pledged  as  seciu 
ity  for  any  one  note.  Before  prepartai 
his  loan  documents,  the  producer  shoSS 
give  careful  consideration  to  the  maote 
in  which  he  may  wish  to  withdraw^ 
cotton  from  the  loan.  Cotton  of  th* 
same  grade  and  staple  length  viH 
ordinarily  be  placed  on  the  same  not* 
However,  it  may  be  placed  on  separate 
notes  if  the  producer  believes  it  will  fa. 
cilitate  the  redemption  of  the  cottwi 
from  the  loan,  or  the  sale  of  his  equity  in 
such  cotton. 

(b)  Farm-stored  cotton.  A  producer 
desiring  to  obtain  a  loan  on  farm-stored 
cotton  should  communicate  with  the 
county  office  in  the  county  in  which  tiie 
cotton  is  to  be  stored.  It  will  be  the 
responsibility  of  the  county  committee 
to  arrange  for  the  inspection  of  the  stor- 
age  structure  and  to  approve  it  If  it  de- 
termines  that  it  is  of  such  construction 
as  to  afford  adequate  storage  for  the 
cotton.  The  county  office  will  furuteh 
and  prepare  the  necessary  documents  fc^ 
a  farm-stored  loan. 

§  427.911  Service  charges  and  de. 
posits.  No  service  charges  will  be  cd. 
lected  in  connection  with  warehouse 
loans.  A  service  charge  of  $1.00  per  bale 
with  a  minimum  of  $3.00  per  loan  ^  be . 
collected  by  the  county  office  from  the 
producer  to  cover  services  rendered  in 
connection  with  farm-stored  loans. 
State  committees  are  authorized  to  re¬ 
quire  prepayment  of  $3.00  of  the  senria 
charge.  No  refund  of  service  charges  wffl 
be  made.  A  deposit  of  $1.00  per  bale  win 
also  be  collected  from  the  producer  to 
guarantee  delivery  of  farm-stored  cot¬ 
ton  if  the  loan  is  not  repaid  by  the  pro¬ 
ducer.  Such  deposit  will  be  returned  if 
the  loan  is  repaid  or  the  cotton  is  de¬ 
livered  in  accordance  with  delivery  in¬ 
struction  issued  by  the  county  office.  If 
the  producer  does  not  deliver  the  cottem 
upon  demand  by  CCC,  the  county  office 
will  arrange  delivery  and  retain  the 
deposit.  If  delivery  costs  exceed  the  de¬ 
posit,  the  producer  will  be  liable  for  the 
difference. 

§  427.912  Fees.  The  clerk  or  county 
office  employee  assisting  the  producer  in 
the  preparation  of  the  loan  documents 
may  collect  a  fee  from  the  producer  not 
to  exceed  the  fees  shown  in  the  foUowini 
schedules: 

Number  of  bales 

on  note:  Maximum  fee  allowed 

1 _ 25  cents. 

2-6 _ 25  cents  plus  15  cents  for 

each  bale  over  1. 

7-18 _ — «  $1  pliis  10  cents  for  esch 

bale  over  6. 

19  and  over _ $2.20  plus  5  cents  f(Mr  each 

bale  over  18. 

§  427.913  Liens.  Eligible  cotton  must 
be  free  and  clear  of  all  liens  except  the 
warehouseman’s  lien  for  charges  per¬ 
mitted  imder  §  427.921  on  warehouse- 
stored  cotton.  The  signatures  of  the 
holders  of  all  existing  liens  on  cotton  ten¬ 
dered  as  security  for  a  loan,  such  as  land¬ 
lords,  laborers,  or  mortgagees  (but  not 


the 

ini 

lie 

aD< 

mg 

of 

du 


FEDERAL  REGISTER 


3613 


^Tuesday*  May  ^7,  1958 

warehouseman,  if  the  cotton  is  stored 
^warehoxise)  must  be  obtained  on  the 
uibolder’s  Waiver  on  each  Form  A 
FP.  If  the  producer  tender- 
Sfthe  cotton  for  loan  is  not  the  owner 
on  which  the  cotton  was  pro- 
all  landowners  and  landlords  must 
^  the  Lienholder’s  Waiver  whether  or 
^they  claim  liens,  xmless  they  sign  the 
note  jointly  with  the  producer.  A  fraud¬ 
ulent  representation,  as  to  prior  liens  or 
odjejwise,  will  render  the  producer  per- 
Moally  liable  under  the  terms  of  the 
yaxi  Agreement  and  subject  him  to 
n^tnal  prosecution  under  the  provi- 
of  tiie  Commodity  Credit  Corpora¬ 
tion  Charter  Act.  The  Lienholder’s 
Waiver  must  be  signed  personally  by  all 
Itoiholders,  by  their  agents  (in  which 
dse  duly  executed  Powers  of  Attorney 
(CCC  Cotton  Form  18)  must  be  filed  with 
the  New  Orleans  ofiBce) ,  or,  if  a  corpora¬ 
tion,  by  the  designated  oflScer  thereof 
customarily  authorized  to  execute  such  * 
instruments  (in  which  case.no  authority 
need  be  attached) . 

i  427,914  Set-offs.  If  the  producer  is 
indebted  to  CCC  on  any  accrued  obliga- , 
tion,  or  if  any  installment  or  installments 
on  any  loan  made  available  by  CCC  on 
Itnn-storage  facilities  or  mobile  drying 
equipment  are  past  due  or  are  payable 
or  prepayable  under  the  provisions  of  the 
note  evidencing  such  loan,  out  of  the  pro- 
ce^  of  the  price  support  loan,  he  must 
designate  CCC  or  the  lending  agency 
heading  such  note  as  the  payee  of  the 
proceeds  of  the  loan  to  the  extent  of  such 
taidebtedness  or  installments,  but  not  to 
exceed  that  portion  of  the  proceeds  re¬ 
maining  «fter  deduction  of  service 
charges,  clerks’  fees,  and  amoimts  due 
prior  lienholders.  If  the  producer  is  in¬ 
debted  to  any  other  agency  of  the  United 
States  and  such  indebtedness  is  listed  on 
the  coimty  debt  record,  he  must  designate 
such  agency  as  the  payee  of  the  proceeds 
as  provided  above.  Indebtedness  owing 
to  (XJC  or  to  a  lending  agency  as  pro¬ 
vided  above  shall  be  given  first  considera¬ 
tion  after  claims  of  prior  lienholders.  In 
any  such  case,  the  producer  must  go  to 
the  county  office  in  the  county  in  which 
he  is  listed  on  the  debt  record  and  have 
his  loan  documents  completed  by  a  clerk 
in  the  coimty  office.  A  clerk  in  the 
county  office  will  assist  the  producer  in 
file  preparation  of  such  loan  documents 
and  will  show  in  the  space  provided  in 
the  notes  the  agency  to  which  the  checks 
should  be  issued  and  the  amount  to  be 
collected  from  the  note.  Compliance 
with  the  provisions  of  this  section  shall 
not  constitute  a  waiver  of  any  right  of 
the  producer  to  contest  the  justness  of 
the  indebtedness  Involved  either  by  ad¬ 
ministrative  appeal  or  by  legal  action. 

§  427.915  Classification  of  cotton,  (a) 
All  cotton  tendered  for  loan  must  be 
^classed  by  a  Board  of  Cotton  Examiners 
of  the  United  States  Department  of  Ag- 
ricultme  (hereinafter  referred  to  as  the 
"Board”)  and  tendered  on  the  bsisis  of 
such  classification.  A  Cotton  Classifi¬ 
cation  Memorandum  Form  1  of  the 
United  States  Department  of  Agriculture 
will  be  accepted,  provided  the  sample  is 
a  representative  sample  drawn  in  ac¬ 
cordance  with  instructions  to  organized 


cotton  improvement  groups  for  sampling 
cotton  under  the  1958  Smith-Doxey  Pro¬ 
gram.  If  the  producer’s  cotton  has  not 
been  sampled  for  a  Form  1  classification, 
the  warehouseman  (for  warehouse- 
stored  cotton) ,  receiving  agency  (for  cot¬ 
ton  covered  by  bills  of  lading) ,  or  county 
office  (for  farm-stored  cotton) ,  shall 
sample  such  cotton  and  forward  the 
samples  to  the  Board  serving  the  district 
in  which  the  cotton  is  located.  A  Cotton 
Classification  Memorandum  Form  A3 
must  be  inserted  in  each  such  sample.  A 
Tag  List  and  Record  Sheet  (CCC  Cotton 
Form  L,  referred  to  in  this  subpart  as 
“Form  L”),  must  be  pr^nred  by  the 
warehouseman,  receiving  agency,  or 
county  office,  listing  each  sample  in¬ 
cluded  in  a  shipment  to  the  Board.  A 
copy  of  such  Form  L  shall  be  included 
with  the  samples  and  the  original  and 
two  copies  must  be  mailed  separately  to 
the  Board.  The  Board  will  enter  the 
classification  of  each  bale  on  the  Form  L 
and  return  a  copy  of  such  form  to  the 
warehouse,  receiving  agency  or  county 
office.  ’The  Cotton  Classification  Memo¬ 
randum  Form  A3  will  be  returned  to  the 
producer  by  the  Board.  If  a  sample  has 
been  drawn  smd  submitted  for  a  Form  1  . 
or  Form  A3  classification,  another  sam¬ 
ple  may  not  be  drawn  and  forwarded  to  a 
Board  except  for  a  review  classification. 
If  through  error  or  otherwise  in  any  case 
where  review  classification  is  not  in¬ 
volved  two  or  more  samples  from  the 
same  bale  are  submitted  for  classifica¬ 
tion,  the  loan  rate  shall  be  based  on  the 
classification  having  the  lower  loan 
value.  If  a  Form  1  or  Form  A3  review 
classification  is  obtained,  the  loan  value 
of  the  cotton  represented  thereby  will 
be  based  on  such  review  classification. 

(b)  A  charge  of  25  cents  per  bale  shall 
be  collected  from  the  producer  by  the 
warehouseman,  receiving  ngency,  or 
county  office  for  all  cotton  for  whiqh 
samples  are  submitted  to  a  Board  for 
a  Form  A3  classification  or  a  Form  1  or 
A3  review  classification.  The  Boards 
will  submit  billings  for  classing  charges 
to  the  warehousemen,  receiving  agencies, 
and  county  offices  at  the  end  of  each 
month.  Checks  or  money  orders  cover¬ 
ing  these  charges  shall  be  made  payable 
,  to  “Commodity  Credit  Corporation”  and 
shall  be  sent  to  the  New  Orleans  office. 

§  427.916  Interest  rate.  Loans  and 
charges  on  the  cotton  covered  by  the 
loans  shall  bear  interest  at  the  rate  of 
3^2  percent  per  annum  from  the  date 
of  disbursement  to  the  date  of  repay¬ 
ment,  except  that  in  the  case  of  farm- 
stored  cotton,  loans  in  default  or  ob¬ 
tained  through  fraud  will  bear  interest 
at  the  rate  of  6  percent  per  annum  from 
the  date  of  default  or  the  date  of  dis¬ 
bursement,  respectively. 

§  427.917  Maturity,  (a)  Loans  ma¬ 
ture  July  31,  1959,  or  upon  such  earlier 
date  as  CCC  may  make  demand  for 
payment.  If  a  producer  does  not  repay 
his  loan  by  maturity,  CCC  has  the  right 
to  sell,  purchase,  or  pool  the  cotton  se¬ 
curing  the  loan  in  accordance  with  the 
provisions  of  the  loan  agreement.  If  the 
'  cotton  is  pooled,  the  producer  will  no 
longer  have  a  right  to  redeem  the  cotton 
but  will  share  ratably  in  'any  overplus 


remaining  upon  liquidation  of  the  ppol. 
CCC  shall  have  the  right  to  treat  any 
pooled  cotton  as  a  reserve  supply  to  be 
marketed  under  such  sales  policies  as 
CCC  determines  will  promote  ^  orderly 
marketing,  protect  the  interests'  of  pro¬ 
ducers  and  consumers,  and  not  unduly 
impair  the  market  for  the  current  crop 
of  cotton,  even  though  part  or  all  of 
such  pooled  cotton  is  disposed  of  under 
such  policies  at  less  than  the  current 
domestic  price  for  such  cotton. 

(b)  Any  sum  due  the  producer  as  a 
result  of  the  sale  or  pinchase  of  toe  cot¬ 
ton  or  collection  of  insurance  proceeds 
therefrom,  or  his  ratable  share  from  a 
pool,  shall  be  payable  only  to  toe  pro¬ 
ducer  or  his  personal  representative 
without  right  of  assignment  to  or  sub¬ 
stitution  of  any  other  person. 

(c)  If  the  producer  does  not  repay  his 
loan  on  farm-stored  cotton  on  or  before 
maturity,  he  is  required  to  deliver  toe 
cotton  in  accordance  with  toe  provi¬ 
sions  of  Form  FF,  and  if  toe  cotton  is 
not  delivered  by  toe  producer,  the  holder 
of  toe  note  may  enter  on  toe  premises 
where  toe  cotton  is  stored  and  remove 
the  cotton.  Upon  such  delivery  or  re¬ 
moval,  toe  holder  may  dispose  of  toe 
cotton  in  accordance  with  toe  provisions 
of  this  section. 

S  427.918  Safeguarding  farm-stored 
cotton.  ’The  prodiicer  obtaining  a  loan 
on  farm-stored  cotton  is  obligated  to 
maintain  toe  farm-storage  structure  in 
good  repair  and  to  keep  toe  cotton  in 
good  condition.  ’The  producer  will  be  re¬ 
sponsible  for  any  loss  or  damage  occur¬ 
ring  through  toe  fault  or  negligence  of 
the  producer  or  as  a  result  of  any  cause 
other  than  fire,  flood,  lightning,  explo¬ 
sion.  windstorm,  cyclone,  or  tom^o,  ex¬ 
cept  that  he  will  not  be  responsible  for 
loss  in  weight  of  not  to  exceed  an  average 
of  10  pounds  per  bale  which  is  due  to  nat¬ 
ural  shrinkage.  The  maximum  amount 
of  cotton  stored  in  any  structure  shall  be 
limited  to  200  bales,  unless  toe  State 
committee  determines  that  a  larger  max¬ 
imum  is  required  to  make  toe  program 
more  effective  in  toe  State.  ’The  con¬ 
version  or  unlawful  disposition  by  the 
producer  of  any  bale  of  the  cotton  will 
render  him  personally  liable  for  toe  pay¬ 
ment  of  toe  mortgage  indebtedness. 

§  427.919  Warehouse  receiyts  and  in¬ 
surance.  Only  negotiable  warehouse  re¬ 
ceipts  issued  by  an  approved  warehouse, 
properly  assigned  by  an  endorsement  in 
blank  so  as  to  vest  title  in  toe  holder  or 
issued  to  bearer  will  be  acceptable.  ’The 
warehouse  receipts  must  show  that  toe 
cotton  is  covered  by  fire  insurance  and 
must  he-  dated  on  or  prior  to  the  date  of 
toe  producer’s  notes.  Each  receipt  must 
set  out  in  its  written  or  printed  terms  a 
description  by  tag  ninnber  and  weight 
of  the  bale  represented  thereby  and  an 
other  facts  and  statements  required  to  be 
stated  in  toe  written  or*  printed  terms 
of  a  warehouse  receipt  under  toe  provi¬ 
sions  of  section  2  of  toe  Uniform  Ware¬ 
house  Receipts  Act.  Warehouse  receipts 
issued  prior  to  August  1.  1958,  which  by 
their  terms  wiU  expire  prior  to  August 
1.  1959,  must  bear  an  endorsement  of 
the  warehouseman  extending  toe  terms 
of  toe  warehouse  receipts  for  a  period 
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of  one  year  from  August  1,  1958.  Block 
warehouse  receipts  will  not  be  accepted 
except  on  cotton  to  be  reconcentrated 
pursuant  to  §  427.923.  \ 

§  427.920  Insurance  on  farm-stored 
cotton.  CCC  will  not  require  the  pro¬ 
ducer  to  insure  cotton  under  farm-stored 
loan;  however,  if  the  producer  does  in¬ 
sure  the  cotton,  and  if  an  indemnity  is 
paid  thereon,  such  indemnity  shall  inure 
to  the  benefit  of  CCC  to  the  extent  of  its 
interest  after  first  satisfying  the  pro¬ 
ducer’s  equity  in  the  cotton  involved  in 
the  loss. 

§  427.921  Warehouse  charges,  (a) 
The  Agreement  of  Warehouseman  on 
each  Form*  A  must  be  executed  by  the 
warehouseman  storing  the  '  cotton 
covered  by  the  Form  A  not  more  than  15 
days  preceding  the  date  of  the  Producer’s 
Note  on  the  Form  A  and  must  not  be 
executed  subsequent  to  the  date  of  the 
note.  In  the  case  of  loans  made  to  a 
cotton  cooperative  marketing  association 
as  provided  in  S  427.930,  the  Warehouse¬ 
man’s  Certificate  and  Agreement  on  the 
Certificate  of  Association  and  Agreement 
of  Warehouseman  (CCC  Cotton  Form 
(jr-l,  referred  to  in  this  subpart  as  “Form 
G-1’’)  must  be  executed  by  the  ware¬ 
houseman  storing  the  cotton  covered  by 
such  form.  By  executing  the  Agree¬ 
ment  of  Warehouseman  on  the  Form  A 
or  the  Warehouseman’s  Certificate  and 
Agreement  on  the  Form  G-1,  the  ware¬ 
houseman  agrees  that  such  cotton  will  be 
stored  and  handled  in  accordance  with 
the  Warehouseman’s  Certificate  and 
Agreement  on  the  reverse  side  of  the 
Form  A  or  on  the  Form  G-1  and  makes 
the  representations  contained  therein, 
and  the  warehouseman  further  agrees  to 
store  such  cotton  under  conditions  and 
at  rates  determined  as  follows: 

(1)  The  cotton  shall  be  insured  against 
loss  or  damage  by  fire  under  a  policy  or 
policies  providing  coverage  equivalent  to 
that  afforded  under  the  standard  fire 
policy  of  the  State  in  which  the  cotton 
is  stored  for  the  full  market  value  (if  the 
cotton  is  compressed,  its  market  value 
shall  be  the  market  value  of  flat  cotton 
plus  compression  charges,  or  if  tbe  cot¬ 
ton  is  uncompressed  and  the  warehouse¬ 
man  desires  to  collect  his  delivery  charge 
for  flat  cotton  in  lieu  of  compression  if 
it  is  destroyed  by  Are,  such  charge  must 
be  covered  by  insurance)  at  the  time  and 
place  of  loss  and  shall  be  kept  so  insured 
so  long  as  the  warehouse  receipts  there¬ 
for  are  outstanding,  unless  the  cotton 
comes  under  a  storage  agreement  be¬ 
tween  the  warehouseman  and  CCC  allow¬ 
ing  the  warehouseman  to  cancel  his  in¬ 
surance  on  the  cotton.  Such  insurance 
shall  cover  damage  to  the  cotton  by 
water  from  the  warehouseman’s  sprin¬ 
kler  system  when  such  damage  results 
from  Are  in  the  same  warehouse  in  which 
the  cotton  is  stored.  From  the  dates 
of  the  warehouse  receipts  representing 
the  cotton  or  from  the  date  through 
which  the  producer  has  paid  storage 
charges,  whichever  is  later,  through  July 
31,  1959,  all  charges  on  the  cotton  for 
storage  and  insurance  (as  required  in 


§  427.919)  shall  be  at  the  rate  of  46  cents 
per  bale  per  month  or  fraction  thereof 
for  flat  or  compressed  cotton  stored  in 
.warehouses  operating  compress  facilities 
or  compressed  cotton  stored  in  ware¬ 
houses  not  operating  compress  facilities, 
and  at  the  rate  of  51  cents  per  bale  per 
month  or  fraction  thereof  for  flat  cotton 
stored  in  warehouses  not  operating  com¬ 
press  facilities,  or  the  warehouseman’s 
established  tariff  on  cotton  other  than 
CCC  loan  cotton,  whichever  is  less.  If 
the  warehouse  operates  compress  facili¬ 
ties,  the  tariff  rate  to  which  reference 
is  made  herein  shall  be  the  rate  applica¬ 
ble  to  compressed  cotton  regardless  of 
the  compression  status  of  the  cotton. 
Such  charges,  accrued  through  July  31 
of  any  year  in  which  these  rates  are  in 
effect,  shall  be  paid  by  CCC,  as  soon  as 
possible  after  such  date,  on  all  of  the 
cotton  represented  by  warehouse  receipts 
held  by  CCC  at  the  time  of  pasmaent: 
Provided.  That  on  any  cotton  for  which 
CCC  makes  payment  of  accrued  charges 
through  July  31  of  any  year,  pa3rment 
for  the  fractional  part  of  a  month  prior 
to  such  date  shall  be  at  the  proportionate 
part  of  the  monthly  rate.  The  ware¬ 
houseman  may  make  a  charge  for  out- 
handling,  including  picking  out  by  tag 
numbers  and  loading  according  to  cus¬ 
tom  into  cars  or  trucks,  of  not  to  exceed 
25  cents  per  bale  if  such  charges  are 
included  in  the  warehouseman’s  tariff: 
Provided,  That  no  such  outhandling 
charge  may  be  made  where  collection  for 
the  service  has  been  included  in  any 
other  charge  or  otherwise  collected. 
Charges  for  compression  of  cotton  by 
the  warehouseman,  including  compres¬ 
sion  charges  on  cotton  compress^  to 
standard  density  by  the  warehouseman 
at  his  gin,  will  be  at  the  rates  provided 
in  the  warehouseman’s  established  tariff 
in  effect  at  the  time  the  service  is  ordered 
performed.  Compression  charges  on 
cotton  compressed  to  standard  density 
for  the  warehouseman  at  a  gin  or  an¬ 
other  warehouse  imder  contract  with  the 
warehouseman  will  be  at  the  rate  which 
the  warehouseman  pays  the  ginner  or  the 
other  warehouseman.  In  no  event  shall 
compression  charges  on  gin  compressed 
cotton  or  cotton  compressed  by  another 
warehouseman  exceed  the  rate  paid  to 
the  ginner  or  the  other  warehouseman  by 
his  customers  on  all  other  cotton. 
Charges  for  the  compression  of  cotton 
will  be  paid  by  CCC  only  if  the  charges 
have  not  been  paid  by  the  producer,  and 
if  the  cotton  is  shipped  from  the  ware¬ 
house  by  CCC.  Compression  charges  on 
cotton  not  shipped  by  CCC  will  follow 
the  cotton.  All  other  charges  on  cotton 
including  flat  delivery  charges  on  cotton 
moved  from  a  warehouse  operating  com¬ 
press  facilities  without  pa3rment  of  com¬ 
pression  charges,  will  be  at  the  rates  pro¬ 
vided  in  the  warehouseman’s  established 
tariff  in  effect  at  the  time  the  service  is 
ordered  performed:  Provided,  That  no 
charge  may  be  made  with  respect  to  the 
cotton  that  is  hot  applicable  to  cotton 
other  than  CCC  loan  cotton  stored  by 
the  warehouseman,  except  that  the 
warehouseman  may  make  a  charge  of 


not  to  exceed  25  cents  per  bale  t*  I 
transmitting  samples  to  the  desiamtJ  1- 
classing  office,  postage,  verifyin*^  I 
guaranteeing  the  correctness  offfie  to  I 
formation  for  which  the  warehouae  ii  I 
responsible  in  the  Schedule  of  Pledge  I 
Cotton  on  the  Form  A  or  Form  I 

executing  the  Agreement  of  Wareho^  I 
man  on  the  Form  A  or  the  Warehouse,  r 
man’s  Certificate  and  Agreement  on  the  I 
Form  G-1,  if  such  charges  are  included  I 
in  the  warehouseman’s  tariff:  And  pro-  I 
vided  further.  That  in  no  event  shall  such  I 
charge,  a  service  charge  or  charges  for  I 
receiving,  tagging,  weighing,  sampling  on  I 
arrival,  or  storage  of  samples,  be  collected  I 
from  CCC  or  a  purchaser  of  the  cotton.  I 
No  charge  for  standard  density  compre*.  L 
Sion  or  for  delivery  or  outhandling,  ex-  f 
cept  as  provided  in  this  section,  will  be  I 
paid  with  respect  to  cotton  received  b;  I 
the  warehouseman  which  has  been  com-  I 
pressed  to  standard  density  either  by  a  | 
gin  (gin  compress  bale)  or  by  another  I 
warehouseman.  No  charge  of  any  Und  I 
whatsoever  will  be  paid  with  respect  ta  I 
any  of  the  cotton  compressed  to  high  I 

density  without  the  written  autWity  of  I 

CCC.  The  warehouseman  shall  execute  | 
and  submit  to  CCC  with  each  voucher  for  I 
amounts  payable  by  CCC  under  thii  I 
agreement  the  following  certificate:  I 

I  hereby  certify  that  since  the  cotton  cor.  I 
ered  by  this  voucher  was  received  at  tin  I 
warehouse,  there  has  been  removed  troo  I 
such  cotton  only  that  amount  of  cotton  I 
necessary  to  secure  representative  samples,  I 
to  properly  trim  the  sample  holes,  or  to 
otherwise  maintain  the  cotton  in  the  inter, 
est  of  good  housekeeping  and  fire  prevention 
incidental  to  the  handling,  storage,  or  com*  ; 
pressing  of  said  cotton  except  for  recondl. 
tionlng  of  damaged  cotton,  and  that  irin<^ 
Issuance  of  warehouse  receipts  thereon  sueb 
cotton  has  not  been  reconditioned,  pi<±ed, 
or  cleaned  by  blowing  or  brushing  except 
as  noted  on  report  attached  hereto  oar  to  a 
previous  voucher  covering  such  cotton;  and 
that  neither  the  warehouseman  nor  any  offl. 
cer  or  employee  of  the  warehouseman  bu 
purchased  or  otherwise  obtained  any  Pro¬ 
ducers’  Equity  'Transfers  on  cotton  stored  in 
the  warehouse  which  have  not  been  presented 
to  Commodity  Credit  Corp>oration  within  15 
days  from  the  dates  such  transfers  woe 
executed  by  the  producers. 

The  warehouseman  shall  store  the  cot¬ 
ton  so  that  the  tags  will  be  visible  and 
readily  accessible  so  as  to  permit  an  ac¬ 
curate  check  of  stocks  at  any  time.  In 
the  event  that  the  cotton  is  purchased 
or  pooled  by  CCC  or  the  loan  on  such 
cotton  is  extended  or  carried  in  past-doe 
status  by  CCC  after  July  31,  1959,  the 
rates  quoted  herein  will  remain  in  effect 
imtil  terminated  by  CCC  or  the  ware¬ 
houseman  at  the  epd  of  any  month  by 
giving  the  other  at  least  30  days’  notice, 
or  until  the  cotton  comes  under  another 
storage  agreement  between  the  ware¬ 
houseman  and  CCC,  whichever  is  earlier. 
If  the  cotton  is  redeemed  from  the  loan 
or  the  cotton  is  sold  by  CCC,  the  charges 
provided  in  this  section  shall  be  applica¬ 
ble  for  services  rendered  up  to  and  In¬ 
cluding  the  date  of  such  redemption  or 
sale,  and  the.  warehouseman  shall  not 
charge  the  holders  of  the  warehouse  re¬ 
ceipts  representing  such  cotton  for  such 
services  an  amount  in  excess  of  that 
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t)uted  In  accordance  with  this  agree- 
The  terms  and  provisions  of  this 
Son  shall  prevail  over  the  written  or 
*^tcd  terms  of  the  warehouse  receipts 
Jj^lesenting  the  cotton  covered  by  the 

By  executing  the  Agreement  of 
Wardxouseman  on  Forms  A  dated 
the  warehouseman  certifies,  in 
^d^on  to  the  certifications  contained 
to  the  Agreement  of  Warehouseman,  that 
heads  of  each  bale  of  the  cotton  are 
completdy  covered  with  bagging. 

1 427.922  Loans  on  order  bills  of  lad- 
w  (i[)  Loans  on  cotton  represented  by 
(gist  bills  of  lading  will  be  available 
joly  In  areas  specified  by  the  New  Or¬ 
leans  office  where  there*  is  a  shortage  of 
gtorage  space  and  where  the  necessary 
grrangements  for  handling  the  cotton 
may  be  made. 

(b)  Cotton  represented  by  order  bills 
of  lading  will  be  eligible  for  a  loan  only 
when  it  is  shipped  by  an  approved  re¬ 
ceiving  agency  as  agent  for  the  producer. 
Warehousemen,  ginners,  and  other  re- 
flwnsible  parties  in  areas  where  such 
]^n«  are  available  may  be  approved  to 
act  as  receiving  agencies  by  the  New 
Orleans  office.  Receiving  agencies  will 
alter  into  Receiving  Agency  Agreements 
with  CCC.  When  receiving  agencies  are 
approved,  notifications  will  be  given  by 
letter  or  published  lists. 

(c)  A  producer  who  is  unable  to  find 
storage  space  in  his  local  area  and  who 
wishes  to  obtain  such  a  loan  should  de¬ 
liver  his  cotton  to  a  receiving  agency 
with  the  Tequest  that  it  ship  the  cotton 
as  agent  for  the  producer,  in  accordance 
with  shipping  instructions  furnished  by 
CCC,  to  a  warehouse  where  storage  space 
is  available.  The  receiving  agency  will 
complete  the  Schedule  of  Pledged  Cotton 
on  a  Form  A  and,  if  it  is  a  warehouseman, 
will  execute  the  Agreement  of  Ware¬ 
houseman  thereon.  If  the  receiving 
agency  is  not  a  warehouseman,  it  will 
have  the  cotton  weighed  by  a  public  or 
Boensed,  weigher  and  will  secure  a  Weight 
and  Co^ition  Certificate  in  the  form 
prescribe  by  CCC  and  execute  the  Re¬ 
ceiving  Agent’s  Certificate.  The  receiv¬ 
ing  agency  will  ship  the  cotton,  secure 
order  bills  of  lading  in  a  form  acceptable 
to  CCC,  and  deliver  to  the  producer  the 
bills  of  lading,  together  with  the  Form 
A  and  Weight  and  Condition  Certificates 
(if  any).  If  the  receiving  agency  is  a 
warehouseman,  it  will  be  permitted  to 
collect  fees  in  accordance  with  §  427.921 
and  a  fee  of  not  to  exceed  10  cents  per 
bale  to  cover  the  costs  of  preparation  of 
Upping  documents.  If  the  receiving 
agency  is  not  a  warehouseman,  it  will,  for 
the  purpose  of  payment  of  gin  compres¬ 
sion  only  be  considered  as  a  warehouse¬ 
man  and  will  be  permitted  to  collect  from 
CCC  charges  for  gin  compression  as  pro¬ 
vided  in  §  427.921  and  will  be  permitted 
to  collect  from  producers  a  fee  not  in  ex¬ 
cess  of  the  fee  set  forth  in  the  Receiving 
Agency  Agreement  executed  by  the  re¬ 
ceiving  agency,  and  shall  post,  in  a  con¬ 
spicuous  place,  a  notice  showing  the  fee 
to  be  charged  producers.  Loans  will  be 
made  at  the  full  loan  rate  at  the  point 


where  the  receiving  agency  receives  the 
cotton.  CCC  will  pay  warehouse  storage 
charges  on  cotton  tendered  by  the  pro¬ 
ducer  for  a  loan  under  this  section,  if  the 
receiving  agency  is  a  warehouseman. 

§  427.923  Loans  on  cotton  to  be  re¬ 
concentrated.  Loans  on  cotton  to  be 
reconcentrated  will  be  available  only  on 
cotton  stored  at  warehouses  Approved  by 
the  New' Orleans  office  in  areas  where 
there  is  congestion  and  lack  of  storage 
space.  The  warehousemen  will  enter  into 
Reconcentration  Agreements  (CXJC  Cot¬ 
ton  Form  29,  referred  to  in  this  subpart 
as  “Reconcentration  Agreements”)  with 
CCC.  Warehouse  receipts  covering  cot¬ 
ton  to  be  reconcentrated  under  a  Recon¬ 
centration  Agreement  must  be  in  a  form 
acceptable  to  CCC  and  must  provide  for 
delivery  of  the  cotton  to  the  order  of 
CCC.  Block  warehouse  receipts  covering 
cotton  to  be  reconcentrated  under  a  Re¬ 
concentration  Agreement  will  be  ac¬ 
cepted.  A  producer  who  desires  to  obtain 
a  loan  in  this  manner  should  request  the 
warehouseman  to  issue  a  warehouse  re¬ 
ceipt  to  him  in  the  form  specified  above 
and  must  furnish  written  authorization 
to  the  warehouseman  for  the  reconcen¬ 
tration  of  his  cotton  after  which  the 
warehouseman  will  ship  the  cotton.  The 
Forms  A  and  warehouse  receipts  covering 
cotton  to  be  reconcentrated  under  a 
Reconcentration  Agreement  must  show 
the  reconcentration  order  number  under 
which  the  cotton  will  be  -shipped.  The 
producer  will  obtain  a  loan*  on  these 
documents  in  the  usual  manner,  and 
after  receipt  of  the  loan  documents,  CCC 
will  surrender  the  warehouse  receipts  to 
the  warehouseman.' 

§  427.924  Advance  loans,  (a)  If  a 
producer  desires  to  obtain  a  loan  imder 
this  part  on  cotton  stored  or  to  be  stored 
in  a^warehouse,  prior  to  the  receipt  of 
the  classification  of  such  cotton  by  a 
Board  of  Cotton  Examiners  or  prior  to 
the  issuance  of  a  warehouse  receipt  rep¬ 
resenting  the  cotton,  and  if  the  pro¬ 
ducer  desires  to  obtain  interim  financing 
..from  a  lending  agency  until  such  time  as 
a  CCC  loan  may  be  obtained,  the  lending 
agency  may  make  the  producer  a  pri¬ 
vate  loan  (called  “the  advance  loan” 
in  this  subpart)  on  such  cotton  on  forms 
and  in  amounts  agreed  upon  between  the 
lending  agency  and  the  producer  and  , 
may  obtain  from  the  producer  a  duly 
executed  Producer’s  Power  of  Attorney 
(CCC  Cotton  Form  J,  referred  to  in  this 
subpart  as  “Form  J”)  in  triplicate  au¬ 
thorizing  and  directing  the  lending 
agency  to  prepare  or  cause  to  be  pre-* 
pared  and  execute  on  behalf  of  and  in 
the  name  of  the  producer  Forms  A  cov¬ 
ering  all  such  cotton  which  is  eligible  for 
a  loan  under  this  part.  The  duplicate 
copy  shall  be  delivered  to  the  producer. 
On  or  before  the  date  the  advance  loan 
is  iilade,  samples  must  have  been  drawn 
from  the  cotton  and  submitted  to  a 
Board  of  Cotton  Examiners  for  classi¬ 
fication  or,  if  the  cotton  has  not  arrived 
at  the  warehouse,  the  warehouseman 
must  have  been  instructed  to  sample  the 
cotton  and  forward  the  samples  for  clas¬ 
sification  upon  receipt  of  the  cotton  at 


the  warehouse.  On  or  before  September 
1, 1958,  or  within  15  days  after  the  dates 
of  the  classification  certificates,  or 
within  15  days  after  the  dates  of  the 
warehouse  receipts,  whichever  is  later, 
the  lending  agency  imall  (as  provided 
in  Form  J) ,  unless  the  cotton  is  redeemed 
by  the  producer,  prepare  or  cause  to  be 
prepared  and  execute  on  behalf  of  the 
producer  Forms  A  covering  all  such  cot¬ 
ton  which  is  eligible  for  a  loan  and  make 
a  CCC  loan  or  loans  to  the  producer 
imder  this  part.  The  lending  agency 
shall  promptly  remit  to  the  producer  any 
difference  between  the  amount  due  on 
the  advance  loan  and  the  proceeds  of 
the  CCC  loan,  less  any  applicable  charges 
under  this  part  paid  by  the  lending 
agency  on  behalf  of  tfie  producer.  The 
producer’s  copies  olLForms  A  and  the 
canceled  note  evidencing  the  advance 
loan  shall  be  forwarded  to  the  producer. 
The  original  of  Form  J  shall  be  trans¬ 
mitted  with  the  notes  when  they  are 
tendered  to  CCXf. 

(b)  It  shall  be  the  joint  responsibility 
of  the  lending  agency  named  in  the  Form 
J  to  obtain  the  official  classification  from 
the  producer  or  the  warehouseman  and 
of  the  producer  to  deliver  the  official 
classification  to  such  lending  agency, 
within  15  days  from  the  date  of  the 
classification  certificate  so  that  the  Form 
A  loans  can  be  made  within  the  specified 
time. 

(c)  It  shall  be  the  responsibility  of  the 
lending  agency  named  in  the  Form  J  to 
obtain  the  execution  of  the  Agreement  of 
Warehouseman  and  the  Clerk’s  Certifi¬ 
cate  on  the  Form  A.  Only  bona  fide  em¬ 
ployees  of  lendmg  agencies  making  the 
advance  loans  who  are  approved  as  clerks 
by  the  county  committee  or  approved 
clerks  in  the  county  office,  will  be  per¬ 
mitted  to  execute  the  Clerk’s  Certificate 
on  Forms  A  covering  cotton  on  which 
advance  loans  have  been  made. 

§  427.925  Loans  on  upland  cotton 
prior  to  August  1,1958.  Loans  on  upland 
cotton  wilh  be  made  available  to  pro¬ 
ducers  in  the  area  where  such  cotton  is 
harvested  prior  to  August- 1,  1958.  Base 
.  loan  rates  for  warehouse  locations  in  the 
early  harvesting  area  will  be  an¬ 
nounced  by  the  New  Orleans  office  prior 
to  harvest.  The  premium  or  discount 
applicable  to  each  eligible  grade  and 
staple  length  is  shown,  in  §  427.932. 
Other  provisions  for  loans  prior  to  Au¬ 
gust  1, 1958,  will  be  the  same  as  provided 
for  loans  after  that  date,  except  that  in 
the  event  that  the  base  loan  rate  based 
on  the  August  1,  1958,  parity  price  for 
upland  cotton  is  in  excess  of  the  base 
loan  rate  announced  prior  to  such  date, 
•the  difference  will  be  paid  to  the  pro¬ 
ducer  upon  his  application  to  the  New 
Orleans  office.  If  application  is  not  made 
for  the  difference  and  if  the  loan  is  not 
repaid,  the  difference  will  be  paid  upon 
maturity  of  the  loans. 

§  427,926  Tender  of  notes  by  lending 
agencies.  Notes  (Forms  A  and  Forms  E) 
evidencing  loans  made  by  a  lending 
agency  which  has  entered  into  a  Lending 
Agency  Agreement — Cotton  (CCC  Cot- 
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ton  Form  D)  prior  to  the  making  of  the  will  be  mailed  to  the  producer  by  the  New  todial  office  if  payment  is  not  effected 
loans  will  be  eligible  for  purchase  or  Orleans  office  at  the  time  the  notes  are  within  15  days.  All  charges  assessed  by 
pooling  by  CCC.  Under  this  agreement,  processed  by  that  office.  The  producer  the  bank  must  he  paid  by  the  producer 
lending  agencies  which  are  parties  must  sign  the  Producer’s  Equity  Trans-  A  producer  who  desires  to  appoint  an 
thereto  are  required  to  tender  to  CCC.  on  fer  Agreement  in  the  presence  of  a  wit-  attomey-in-fact  to  act  in  his  place  and 
Lending  Agency’s  Letter  of  Transmittal  ness  approved  for  such  purpose  by  a  stead  in  repaying  loans  shall  use  Poyye, 
(CCC  Cotton  PV)rm  C,  referred  to  in  this  county  committee  and  the  Certificate  of  of  Attorney  (CCC  Cotton  Form  19)  and 
subpart  as  “R)rm  CT') ,  all  notes  on  Form  Witness  in  the  Producer’s  Equity  Trans-  file  it  with  the  applicable  custodial  office 
A  and  Form  E,  with  warehouse  receipts,  fer  must  be  dated  and  signed  by  the  wit-  No  partial  release  of  the  cotton  rep^ 
bills  of  lading  (and  weight  and  condition  ness.  An  approved  witness  shall  not  sented  by  warehouse  receipts  and  secur. 
certificates,  if  required) ,  or  cotton  chat-  witness  an  equity  transfer  if  he,  or  the  ing  a  note  will  be  permitted,  except  thaj 
tel  mortgages  attached,  representing  firm  by  which  he  is  employed,  is  the  pur-  CCC  may  allow  partial  releases  in  cats 
loans  made  by  the  lending  agency  within  chaser.  A  producer  who  desires  to  ap-  where  loss  or  damage  to  part  of  the  cot 
15  days  after  the  date  of  disbursement  point  an  attorney-in-fact  to  act  in  his  ton  occurs. 

of  the  loans.  All  notes  trartsmitted  on  a  place  and  stead  in  selling  his  equity  in  (b)  Farm-stored  cotton.  If  the  pio 
Form  C  must  cover  cotton  stored  in  ware-  the  cotton  shall  use  Power  of  Attorney  ducer  desires  to  repay  his  loan  and  obUt 
houses  in  the  same  custodial  district.  (CCC  Cotton  Form  19)  and  file  it  with  the  release  of  the  cotton  securing  th 
Separate  Forms  C  shall  be  used  for  up-  the  applicable  custodial  office.  The  ^  note,  he  may  obtain  complete  instructs 
land  and  extra  long  staple  cotton.  Notes  equity  purchaser  must  complete  the  Cer-  from  the  county  office  of  the  county  i 
secured  by  warehouse  receipts,  by  bills  of  tificate  of  Purchaser  in  the  Producer’s  which  the  cotton  is  stored.  Partial  n 

lading,  or  by  chattel  mortgages,  and  Equity  Transfer  and  send  it  within  15  leases  will  be  allowed, 

notes  executed  by  attomeys-in-fact,  days  to  CCC,  in  care  of  the  ci^todial  ^  427.930  Cotton  cooperative  marke 
must  be  transmitted  on  separate  Forms  office  serving  the  district  in  which  the  association  loans.  A  special  form  i 
C.  Each  Form  C  shall  state  whether  the  cotton  was  stored  at  the  time  the  loan  loan  agreement  will  be  made  availahUi 

lending  agency  desires  CCC  to  purchase  was  obtained.  Upon  receipt  of  the  Pro-  cotton  cooperative  marketinraS 

the  notes  or  to  place  them  in  a  pool,  ducers  ^mty  TraMfer,  the  c^todial  ijjons  whereby  members  of  such  associi 
Upon  receipt  of  the  loan  papers  by  the  office  will  forward  the  note  and  ware-  ^jons  may  act  collectively  in  obtainii 
New  Orleans  officse,  they  will  be  exam-  house  receipts  to  a  bank  designated  by  under  this^ 

ined  and.  if  found  correct.  wiU  be  ap-  the  i^rson  r^uesting  their  rele^e  with  j^ent  will  be  the  same  as  the  loan^ 
proved  stud  trcinsixiited  to  the  custodial  directions  to  the  bank  to  release  the  note  ^  individual  •  producers  and  eliKiUU 
office  serving  the  district  in  which  the  and  warehouse  receipts  to  the  holder  of  T'Aniiir6ments  with  resnect  to  thA 
cotton  is  stored,  and  will  be  purchased  the  equity  transfer  upon  payment  of  the  ;^J''JJ“;roduce7s  tenderirS  the  ^ 
or  placed  in  a  pool  as  directed  by  the  amount  due  on  the  loan.  In  all  such  Tthe  l£^S!nanS7^evl^Z 
lending  agency.  Lending  agencies  w^h  cases,  the  bank  will  be  mstructed  to  re-  gjons  will  be  substantially  the  same  as] 
have  previously  been  approved  by  CCC  turn  the  note  and  warehouse  receipts  to  j  to  individual  producers 
as  eligible  to  draw  drafts  on  CCC  may.  the  custodial  office  if  payment  is  not  to  obSi  loaii  from  K 

subject  to  such  instruction  and  requhe-  effected  within  5  bnmess  days.  AU  gociations  should  contact  their  assoc 
ments  as  CCC  may  hereafter  from  time  charges  assessed  by  the  bank  to  which 
to  time  prescribe,  obtain  immediate  pay-  the  note  and  warehouse  receipts  are  sent 

ment  for  notes  they  desire  to  sell  to  CCC,  must  be  paid  by  the  person  requesting  §  427.931.  Custodial  offices.  Thee 
by  drawing  sight  drafts  with  enclosed  the  release  of  the  cotton.  No  partial  tedial  offices  referred  to  in  this  subp 
letters  of  transmittal  on  CCC  through  release  of  the  cotton  securing  one  note  and  the  district  served  by  each  are  she 

a  Federal  Reserve  Bank  or  Branch  Bank  will  be  permitted  except  that  CCC  may  below: 

approved  by  CCC.  Notes  covered  by  such  allow  partial  releases  in  cases  where  loss  (a)  Warehouse-stored  cotton.  Cut 

drafts  must  be  immediately  submitted  or  damage  to  part  of  the  cotton  occurs,  dial  Office  and  District  Served: 

to  the  New  Orleans  'office.  In  the  event  In  the  event  the  Producer’s  Loan  State-  Federal  Reserve  Bank,  Atlanta,  Oa.:  o 

that  the  notes  are  popled,  a  Certificate  ment — A  is  destroyed  or  lost,  the  pro-  gla,  Alabama,  Florida,  Virginia,  Norti  0 

of  Interest  representing  the  interest  in  ducer  may  obtain  a  duplicate  of  such  Una,  South  Carolina. 

the  pool  acquired  as  the  result  of  the  form  from  the  custodial  office  serving  the  Federal  Reserve  Bank,  Dallas,  Tex.:' 

deposit  therein  of  the  notes  shown  on  district  in  which  the  cotton  is  stored.  M«ico.  Texas. 

the  Form  C  wUl  be  toued  to  any  approved  5  42,  gjg  Repayments  by  producer-  caMorSa  iStona  ® 

lending  agency  designated  on  the  Form  Warehouse-stored  cotton.  If  a  pro-  Federal  Reserve  Bank,  Memphis,  Tfc 
C.  ducer  desires  to  obtain  the  return  of  his  lUiJiois,  Kentucky,  Arkansas,  Missouri, ' 

§  427.927  Loss  or  damage  to  pledged  note  and  the  release  of  the  cotton  secur-  countiw  in  mi 

cotton.  In  any  case  where  there  Is  loss  tag  the  not^  he  mi^t  execute  the  Pro-  carroii, 

or  damage  to  cotton  which  occurs  while  ducer  s  Redemption  Request  on  the  Pro-  Coahoma,  De  soto,  Grenada.  Hoi 
such  cotton  is  pledged  to  CCC  or  a  lend-  ducer’s  Loan  Statement — A  which  will  be  Humphreys,  Itawamba,  Lafayette,  Lee, 
ing  agency,  CCC  shall  have  the  right  to  mailed  to  the  producer  by  the  New  Or-  flore,  Lowndes,  Marshall,  Monroe,  Mont( 
determine  and  file  claims  against  any  leans  office  at  the  time  the  notes  are  Nox^ee,  Oktibbeha,  Panola,  Pont 
liable  third  parties  for  the  resulting  loss,  processed  by  that  office.  The  producer  Prentiss,  Quitman,  Sunflower,  Taiiahat 
Upon  determination  of  the  quantity  of  must  send  or  deliver  the  Producer’s  Loan  Tippah,  Tishomingo,  Tunica,  u 

the  lost  or  damaged  cotton,  CCC  win  give  statement-A  to  CCC.  In  care  of  the 

credit  for  the  loan  value  (including  -  custodial  ofBce  serving  the  district  in  .  Orteana  Commodity  Office.  1 
rharffpq  and  Interftst)  of  such  cotton  If  serving  me  aistrict  m  giana  and  counties  in  Mississippi  noi 

iStue^^ch  Jo^n  tSScS^p?«l«Ss  Joan  was  obWned  as^wn  to  5  427.931.  Pedend  Reserve  Bant,  Oklahoma 
Shall  be  remitted  to  the  producer  or,  if  Upon  receipt  of  the  Producer’s  Redemp-  Okia.:  Oklahoma,  Kansas, 
the  loan  has  been  repaid,  to  the  party  Uon  Request,  the  custodial  office  will  for-  Farm-stored  cotton.  CXist 

repasdng  the  loan/  ward  the  note  and  warehouse  receipts  to  office  and  District  Served- 

•  Ann  nno  i*.  »  bank  designated  by  the  producer  with 

§  427.928  Tramfer  of  producer  s  jn-  directions  to  the  bank  to  release  such  Orleans  CSS  Commodity  Office 

terest.  If  the  producer  desires  to  sell  his  ^  ouw*  spates, 

equity  in  the  cotton  covered  by  a  note.  ^nd  warehouse  receipts  only  to  the 

he  must  complete  the  Producer’s  ^uity  Producer  or  His  authorized  agent  upon  §  427.932  Schedule  of  premiums 
Transfer  Agreement  in  the  Producer’s  pasmaent  of  the  amount  due  on  the  loan,  discounts  for  eligible  qualities  of  . 
Equity  Transfer  on  the  reverse  side  of  the  The  bank  will  be  instructed  to  return  the  erop  American  upland  cotton  ibai 
Producer’s  Loan  Statement — A,  which  note  and  warehouse  receipts  to  the  cus-  inch  Middling) , 
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hereof  in  the  Federal  Register  (60  Stat.  June  1, 1958,  are  hereby  fixed  as  follows: 
237;  5  U.  S.  C.  1001  et  seq.)  because  the  (i)  District  1:  Unlimited  movement; 
time  intervening  between  the  date  when  (ii)  District  2;  554,400  carttms; 
information  upon  which  this  section  is  (iii)  District  3:  Unlimited  movement, 

based  became  available  and  the  time  (2)  All  Valencia  oranges  handled  dur- 

when  this  section  must  become  effective  ing  the  period  specified  in  this  section  are 
in  order  to  effectuate  the  declared  policy  subject  also  to  all  applicable  size  restric- 
of  the  act  is  insufficient,  and  a  reasonable  tions  which  are  in  effect  pursuant  to  this 
time  is  permitted,  under  the  circum-  part  during  sUch  period, 
stances,  for  preparation  for  such  effec-  (3)  As  used  in  this  section,  “handled,” 
tive  time;  and  good  cause  exists  for  “handler,”  “District  1,”  “District  2,” 
making  the  provisions  hereof  effective  “District  3,”  and  “carton”  have  the  same 
as  hereinafter  set  forth.  The  Committee  meaning  as  when  used  in  said  marketing 
held  an  open  meeting  during  the  cur-  agreement  and  order,  as  amended, 
rent  week,  after  giving  due  notice  (gee.  5,  49  stat.  753,  as  amended;  7  U.  S.  C. 
thereof,  to  consider  supply  and  market  eosc) 
conditions  for  Valencia  oranges  and  the  t  h  •  iwr  1  qr« 

need  for  regulation;  interested  persons  Dated:  May  23, 1958. 

were  afforded  an  opportunity  to  submit  [seal]  S.  R.  Smith, 

information  and  views  at  this  meeting;  Director,  Fruit  and  Vegetable 

the  recommendation  and  supporting  in-  Division,  Agricultural  Mar- 

formation  for  regulation  during  the  keting  Service. 

period  specified  herein  were  promptly 

submitted  to  the  Department  after  such  23,.  1958; 

meeting  was  held;  the  provisions  of  this  — ^  s  i:06  p.  m.j 

section,  including  its  effective  time,  are 

identical  with  the  aforesaid  recommen-  — — n^— — 

dation  of  the  committee,  and  informa-  [Cherry  Order  21 

tion  concerning  such  provisions  and  i  y  j 

effective  time  has  been  disseminated  Part  1022 — Svveet  Cherries  Grown  in 
.  ,  among  handlers  of  such  Valencia  Designated  Counties  in  Washington 

and  upon  the  basis  of  the  recommenda-  oranges;  it  is  necessary,  in  order  to  ef-  '  t TiurTTATToi»i 

tions  and  information  submitted  by  the  fectuate  the  declared  policy  of  the  act,  00s  s 

Valencia  Orange  Administrative  Com-  to  make  this  section  effective  during  the  §  1022.302  Cherry  Order  2 — (a)  Fttid- 
mittee,  established  under  the  said  mar-  period  herein  specified;  and  compliance  ings.  (1)  Pursuant  to  the  marketing 
keting  agreement  and  order,  as  amended,  with  this  section  will  not  require  any  agreement  and  Order  No.  122  (7  CFR 

and  upon  other  available  information,  it  special  preparation  on  the  part  of  per-  Part  1022;  22  F.  R.  3835),  regulating  the 

is  hereby  found  that  the  limitation  of  sons  subject  hereto  which  cannot  be  handling  of  sweet  cherries  grown  in 

handling  of  such  Valencia  oranges  as  completed  on  or  before  the  effective  date  designated  counties  in  Washington,  ef- 

hereinafter /provided  will  tend  to  effectuc  hereof.  Such  committee  meeting  was  fective  June  1, 1957,  under  the  applicable 
ate  the  declared  policy  of  the  act.  held  on  May  22, 1958.  provisions  of  the  Agricultural  Marketing 

(2)  It  is  hereby  further  found  that  it  (b)  Order.  (1)  The  respective  quan-  Agreement  Act  of  1937,  as  amended  (7 
Is  impracticable  and  contrary  to  the  pub-  titles  of  Valencia  oranges  grown  in  Ari-  U.  S.  C.  601  et  seq.) ,  and  upon  the  basis 
lie  interest  to  give  preliminary  notice,  zona  and  designated  part  of  California  of  the  recommendations  of  the  Washing- 
engage  in  public  rule-making  procedure,  which  may  be  handled  during  the  period  ton  Cherry  Marketing  Committee,  estab* 
and  postpone  the  effective  date  of  this  beginning  at  12:01  a.  m.,  P.  s.  t..  May  25,  lished  under  the  aforesaid  marketing 
section  until  30  days  after  publication  1958,  and  ending  at  12:01  a.  m.,  P.  s.  t.,  agreement  and  order,  and  upon  other 


Issued  this  22d  day  of  May  1958. 

[seal]  Clarence  L.  Miller, 

Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 

f.  R.  Doc.  58-3956;  Filed,  May  26.  1958; 
.  8:50  a.  m.] 
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available  iiiformation,  it  is  hereby  found 
that  the  limitation  of  shipments  of  cher¬ 
ries,  in  the  manner  herein  provided,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

(2)  It  Is  hereby  further  foimd  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  ^ective  date  of  this 
regulation  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  in  that,  as 
hereinafter  set  forth,  the  time  interven¬ 
ing  between  the  date  when  infotmation 
upon  which  this  regulation  is  based  be¬ 
came  available  and  the  time  when  this 
regulation  must  become  effective  in  order 
to  effectuate  the  declared  policy  of  the 
act  is  insufficient;  a  reasonable  time  is 
permitted,  under  the  circumstances,  for 
preparation  for  such  effective  time;  and 
good  cause  exists  for  making  the  provi¬ 
sions  hereof  effective  not  later  than  June 
1,  1958.  A  reasonable  determination  as 
to  the  supply  of,  and  the  demand  for, 
cherries  must  await  the  development  of 
the  crop  and  adequate  information 
thereon  was  not  available  to  the  Wash¬ 
ington  Cherry  Marketing  Committee  un¬ 
til  May  14,  1958;  recommendation  as  to 
the  need  for^  and  the  extent  of  regulation 
of,  shipments  of  such  cherries  was  made 
at  the  meeting  of  said  committee  on 
May  14,  1958,  after  consideration  of  all 
available  information  relative  to  the  sup¬ 
ply  and  demand  conditions  for  such 
cherries,  at  which  time  the  recommen¬ 
dation  and  supporting  information  were 
submitted  to  the  Department;  necessary 
supplemental  data  for  Consideration  in 
connection  with  the  specification  of  the 
provisions  of  this  regulation  were  not 
available  imtil  May  20,  1958;  shipments 
of  the  current  crop  of  such  cherries  will 
begin  on  or  about  June  1,  1958,  and  this 
regulation  should  be  applicable,  insofar 
as  practicable,  to  all  shipments  of  such 
cherries  in  order  to  effectuate  the  de¬ 
clared  policy  of  the  act;  and  compliance 
with  the  provisions  of  this  regulation  will 
not  require  of  handlers  any  preparation 
therefor  which  cannot  be  completed  by 
the  effective  time  hereof. 

-  (b)  Order.  (1)  During  the  period 
beginning  at  12:01  a.  m.,  P.  s.  t.,  June  1, 
1958,  and  ending  at  12:01  a.  m.,  P.  s.  t., 
September  1,  1958,  no  handler  shall 
handle:  ♦ 

(i)  Any  cherries  unless  such  cherries 
grade  at  least  U.  S.  No.  1  with  an  addi¬ 
tional  tolerance  of  15  percent  for  defects, 
of  which  not  more  than  one-third  (5  per¬ 
cent)  shall  be  allowed  for  defects,  other 
than  decay,  causing  serious  damage; 

(ii)  Except  as  otherwise  provided  in 
this  section,  any  cherries,  unless  such 
cherries  measure  at  least  inch  in 
diameter ; 

(iii)  Any  cherries  in  faced  packs 
unless  such  cherries  measure  at  least 

inch  in  diameter ;  or 

(iv)  Any  cherries  in  any  pack  other 
than  faced  liacks  in  any  container  hav¬ 


ing  a  capacity  equal  to  or  greater  than 
that  of  a  cbntainer  with  inside  dimen- 
sioijs  of  15%  by  10%  by  3i%6  inches,  unless 
the  net  weight  of  the  cherries  in  such 
container  is  not  less  than  20  pounds,  and 
such  cherries  measure  at  least  ®%4  inch 
in  diameter. 

(2)  Notwithstanding  the  provisions  of 
subparagraph  (1)  (ii)  through  (iv)  of 
this  paragraph  up  to  10  percent,  by 
count,  of  the  cherries  in  any  lot  may  fail 
to  meet  the  applicable  specified  minimum 
diameter  requirement. 

(3)  Notwithstanding  any  other  provi¬ 
sions  of  this  regulation,  any  individual 
shipment  of  cherries  which,  in  the  ag¬ 
gregate,  does  not  exceed  100  pounds,  net 
weight,  may  be  handled  without  regard 
to  the  restrictions  specified  in  this  para¬ 
graph  or  in  §  1022.41  or  §  1022.55. 

(c)  Terms  used  in  the  marketing 
agreement  and  order  shall,  when  used 
herein,  have  the  same  meaning  as  given 
'  to  the  respective  term  in  said  marketing 
agreement  and  order;  “U.  S.  No.  1,”  “de¬ 
fects,”  “serious  damage,”  and  “diam¬ 
eter”  shall  have  the  same  meaning  as 
when  used  in  the  United  States  Stand¬ 
ards  for  Sweet  Cherries  (§§  51.2646- 
51.2657  of  this  title) ;  and  “faced  pack” 
means  that  the  cherries  in  the  top  layer 
in  any  container  are  so  placed  that  the 
stem  ends  are  pointing  downward  toward 
the  bottom  of  the  container. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  May  22,  1958. 

[SEAL]'  S.  R.  Smith. 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

[F.  D.  Doc.  58-3954;  Piled,  May  26.  1958; 
8:49  a.  m.] 

TITLE  19— CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Cusfoms, 
Department  of  the  Treasury 

[T.D.  54597] 

Part  1 — Customs  Districts,  Ports,  and 
Stations 

EXTENSION  OF  LISZTS  OF  CUSTOMS  PORT  OF 
GREEN  BAY,  WIS. 

May  20,  1958. 

By  virtue  of  the  authority  vested  in  the 
President  by  section  1  of  the  act  of  Au¬ 
gust  1,  1914,  38  Stat.  623  (19  U.  S.  C.  2). 
which  was  delegated  to  the  Secretary  of 
the  Treasury  by  the  President  by  Execu¬ 
tive  Order  No.  10289,  September  17,  1951 
(3  CPR,  1951  Supp.,  Ch.  ID ,  the  limits  of 
the 'Customs  port  of  entry  of  Green  Bay, 
Wisconsin,  in  Customs  Collection  Dis¬ 
trict  No.  37  (Wisconsin) ,  comprising  the 
territory  within  the  corporate  limits  of 
that  city,  are  hereby  extended  to  include 
the  territory  within  the  townships  of 
Ashwaubenon,  Allouez,  Preble  and  How¬ 
ard,  and  the  city  of  De  Pere,  all  in  the 
State  of  Wisconsin,  effective  on  the  date 

/ 


of  publication  of  this  Treasury  decision  in 
the  Federal  Register. 


Section  1.1  (c) ,  Chistoms  Regulations  i* 
amended  by  deleting  the  period  aft» 
“Green  Bay”  in  the  column  headed  “Pom 
of  entry”  in  District  No.  37  (Wisconsin) 
and  by  adding  “(including  the  townshin* 
of  Ashwaubenon,  Allouez,  PrebleT^ 
Howard,  and  the  city  of  De  Pere)  (T  n 
54597).” 


(R.  S.  161,  sec.  1.  37  Stat.  434,  sec.  1, 38  sut 
623,  as  amended;  5  U.  S.  C.  22, 19  U.  8.  C.  1  2) 

[seal]  a.  Gilmore  Flues, 
Acting  Secretary 
of  the  Treasury. 

[P.  R.  Doc.  58^3951;  Piled,  May  26,  lasg- 
'  •  8:49  a.m.]  ’  ^ 


TITLE  43— PUBLIC  U^DS- 
INTERIOR 


Chapter  I — Bureau  of  Land  Manage* 
ment.  Department  of  the  Interior 
/Appendix— Public  Land  Orders 
[Public  Land  Order  1638f'~'-- 
[Nevada  013137,  014602] 

Nevada 


y 


WITHDRAWING  tgJBLIC  LANDS  FOR  USE  OF  TB| 
DEPARTMENT  OF  THE  ARMY  FOR  MIUTAKT 
PURPOSES 


By  virtue  of  the  authority  vested  in  the 
President  and  pursuant  to  Executive 
Order  No.  10355  of  May  26,  1952,  it  is 
ordered  as  follows: 

Subject  to  valid  existing  rights,  the 
following-described  public  lands  in  Ne¬ 
vada  are  hereby  withdrawn  frwn  an 
forms  of  appropriation  under  the  public 
land  laws,  including  the  mining  and  min¬ 
eral-leasing  laws  but  not  the  act  of  July 
31,  1947  (61  Stat.  681;  69  Stat.  367  ;  30 
U.  S.  C.  601-604)  as  amended,  jmd  re¬ 
served  for  use  of  the  Department  of  the 
Army  in  connection  with  the  Lake  Mead 
Base : 

Mt.  Diablo  Meridian 


T.  19  S..  R.  62  E., 

Sec.  25,SV^; 

Sec.  36.  WVi. 

T.  20  S.,  R.  62  E.. 

Sec.  1,  lots  3  and  4. 
T.  19  S.,  R.  63  E.. 

Sec.  27,  SW>A; 

Sec.  30,SW^^. 


The  areas  described  aggregate  997.K 


acres. 

No  disposal  of  the  surface  and  subsur¬ 
face  resources,  including  mineral  re¬ 
sources,  of  the  lands,  shall  be  made  ex¬ 
cept  tmder  the  applicable  pubUc  land 
laws,  and  then  only  after  such  modifica¬ 
tion  of  the  provisions  of  this  order,  with 
concurrence  of  the  Department  of  the 
Army,  as  may  be  necessary  to  permit  such 
disposal. 

Roger  Ernst, 

Assistant  Secretary  of  the  Interior. 


May  21,  1958. 

[P.  R.  Doc.  58-3932;  Piled,  May  26,  1958; 


8:45  a.  m.] 
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titif  32— national  DEFENSE  §  1.304  Construction  contracts;  dis- 
TlTlX  closure  of  Government  estimate,  (a) 

rhnptf  I— Secretary  of  Except  as  provided  in  paragraph  (c)  of 
Defense 

A— Aniied  Swrvicet  Procurement 
Regulcrtions 

[Arndt.  28] 

lIlSCELLANEOTJS  AMENDMENTS 

The  foDowing  miscellaneous  amend¬ 
ments  are  made  to  this  subchapter: 
p^xl _ General  Provisions 

SUBPART  B — ^DEFINITION  OF  TERMS 

Section  1.201-9^  has  been  revised  to  re¬ 
flect  the  DoD  poUcy  that  findings  of  the 
Secretary  of  Labor  with  respect  to  r  ^ 
found  ineligible  as  a  “manufacture 
-regular  dealer,”  be  extended  to  1 
sctlons  of  $10,000  or  less. 

§1.201  Definitions,  *  *  * 

§  1.201-9  Sources  of  supplies. 

"Sources  i. 

(i)  manufacturers,  (ii)  construction  con-, 
tractors,  and  (iii)  regular  dealers  in  the 
supplies  to  be  procured.  A  “regular 
dealer”  shall  be  deemed  to  be  any  one  of 
the  following: 

(1)  A  person  or  firm  who  owns,  op¬ 
erates,  or  maintains  a  store,  warehouse 
or  other  establishment  in  which  the 
materials,  supplies,  articles,  or  equip¬ 
ment  of  the  general  character  described 
by  the  specifications  and  required  under 
the  contract  are  bought,  kept  in  stock, 
and  sold  to  the  public  in  the  usual  course 
of  business; 

(2)  In  the  case  of  supplies  of  particu¬ 
lar  kinds  (lumber  and  timber  products, 
coal,  machihe  tools,  raw  cotton,  petro- 
laun,  green  coffee,  or  hay,  grain,  feed, 
and  straw) ,  a  person  or  firm  satisfying 
the  requirements  of  Article  101  (b)  of 
the  Regulations  of  the  Secretary  of 
Labor  (41  CFR  201.101)  under  the 
Walsh-Healey  Public  Contracts  Act  (41 
U.  S.  C.  35),  as  amended  from  time  to 


Additional  provlslODa  ccmceming  the  Tea¬ 
sels  to  be  used  may  be  inserted  in  accordance 
with  Departmental  procedures. 

this  section,  in  contracting  for  con-  stjbpart  r — ^debarred,  ineligible,  and 

struction,  access  to  or  disclosure  of  suspended  bidders 

information  concerning  the  Government  _  ^  ^ 

estimate  shall  be  limited  to  C3k)vernment 

personnel  whose  official  duties  require  DoD  poUcy  th^ 

knowledge  of  the  estimate.  findings  of  the  Secretary  of  Labor  with 

(b)  The  Government  estimate  shall  be  to  a  firm  found  ineligible  as  a 

Initially  designated  “For  Official  Use  or  “regular  d^^.  be 

Only,"  unless  the  nature  of  the  Infonna*  extended  to  transactions  of  $10,000  or 
tion  contained  therein  requires  security  ,  «««  «  ^ 

classification,  in  which  event  it  shall  be  \  Section  1.603-3,  as  revised,  now 

handled  in  accordance  with  apifiicable  ^  follows: 

security  regulations.  Such  “Official  §  1.603  Treatment  to  he  accorded 

Use”  designation  shall  be  removed  only  firms  or  individuals  in  debarred  or  in* 
when  the  estimate  is  made  public  in  ac-  eligible  status.  *  *  • 

seeWoS^®  paragraph  (c^  of  this  g  ^  ineligibility  restrictions  of 

(c)  if  the  procurement  is  to  be  made  ^ 

by  means  of  formal  advertising,  a  copy 

of  the  Government  estimate  shall  be  toacts  Act  (41  U.  S.  Code  35  (a) )  con- 
(a)  sealed  and  kept  lockll  with  til  bids^Ul 

0/  wPlies"  shall  include  only  bW  op^^  I^edlately  ^ter  toe  W*  XtouS  Stlcles,  ofeoui^Lt 

,  toresStl*^^’  olieil?,  ^IdSarSfbeS.  toild  ^‘^silre^ 

Official  Use  Onlv”  desimation  removed  ^idual  has  been  found  by  the  Secretary 
umci^  use  onp  aesignation  remove  j  Labor  to  be  ineligible  to  be  awarded 

and  the  estimate  read  and  recorded  in  ^  contract  (^  5  1.602  (e)).  -Se  De- 
the  same  detail  as  the  bids.  In  the  case  oartment  of  Defense  as  a  matter  of 
of  a  negotiated  procurement,  the  “For  g  “  A  determined  that  n?contract 
Official  U«  O^y"  desi^tion  shall  be  ^  “^h 

articles,  or  equipment  shall  be  awarded 

i^divfdl!?f^r*fl?m^mnT»^rpmw^^^  ^  to  any  such  ineligible  firm  or  individual, 
individual  or  firm  upon  request.  However,  contracts  may  be  awarded  and 

2.  Section  1.309  (d)  (2)  (i)  has  been  bids  or  proposals  may  be  solicited  fox 
revised  to  clarify  applicability  of  the  commodities  in  which  not  declared  in¬ 
clause,  and  to  eliminate  the  necessity  of  eligible  regardless  of  amoimt. 

2-  1“  8  l-6»8.  ‘h®  »«<>”<«  parentoeucal 

able  for  both  contracts  and  delivery  §  1.608  Sample  of  list.  •  •  • 

orders  placed  under  Indefinite  quantity  (Type  b  listings  shall  not  be  awarded  con- 

and  requirements  contracts.  §  1.309  (d)  tracts  in  any  amount  and  shaU  not  be  so- 
(2)  (i),  as  revised  reads  as  follows:  licited  by  bid  or  proposal  for  materials, 

e  «  oftrt  n  X  i  j  s  Eupplies,  aTticles,  or  equipment  in  which  de- 

%1.Z09  Preference  for  United  States;  cl^ed  ineUglble.  l^wever,  contracts  maj 
flCiQ  pTivdiBly  0W7i6d  occdti  CdTTiCTS**  *  *  l)e  awarded  and  bids  or  proposals  may  be 

(d)  Procedures.  *  •  *  solicited  for  commodities  in  which  not  de- 


(2)  (i)  Ebteept  as  provided  in  sub¬ 
division  Cii)  of  this  subparagraph,  pro¬ 
curing  activities  shall  include  the  follow¬ 
ing  clause  in  any  contract  which  may 
involve  the  ocean  transportation  of 
supplies  of  the  type  described  in  para¬ 
graph  (b)  (1)  (ii)  and  (iii)  of  this  sec¬ 
tion: 

EMPLOYMENT  OF  OCEAN-GOING  VESSELS 

If  ocean  transportation  is  required  after 
the  date  of  award  of  this  contract  in  deliver¬ 
ing  any  of  the  supplies  to  be  furnished  here¬ 
under,  the  Contractor  promptly  after  each 
shipment,  shall  furnish  to  the  Contracting 
Officer  one  copy  of  the  applicable  ocean 
shipping  document  indicating  for  each  ship¬ 
ment  made  under  this  contract  the  name 
and  nationality  of  the  vessel  and  the  meas¬ 
urement  tonnage  (40  cubic  feet)  of  dry  cargo, 
or  long  tons  (2,240  pounds)  of  bulk  liquid 
cargo,  shipped  on  such  vessel:  Provided,  That 
the  Contractor  need  not  furnish  such  a 
document  for  any  shipment  of  less  than  120 
measurement  tons  of  dry  cargo  or  less  than 
35  long  tons  of  bulk  liquid  cargo:  Provided 
further.  If  this  contract  is  an  indefinite 
quantity  contract  or  a  requirements  con¬ 
tract,  the  Contractor  need  furnish  such  docu¬ 
ments  only  in  connection  with  shipments 
made  after  the  date  of  any  delivery  order 
requiring  ocean  transportation  in  delivering 
supplies  thereunder. 


3620 

1.706-6  (d)  or  by  *7SmaU  Business 
Restricted  Advertising'’  (see  S  1.706-5 
(b) ).,  shall  cite  authority  10  U.  S.  C. 
2304  (a)  (17)  and  Section  214,  Small 
Business  Act  of  1953,  as  amended,  in  the 
case  of  a  joint  determination,  or  10 
U.  S.  C.  2304  (a)  (1)  through  (17),  as 
appropriate,  in  the  case  of  a  unilateral 
determination  (see  S  3.201-2  (b)  (2) ) . 

(R.  S.  161.  see.  2202.  70A  Stat.  120;  5  U.  S.  C. 
22.  10  U.  S.  O.  2202) 


Past  2 — ^E*rocurement  by  Formai. 

ADVERTISnfO 

SX7BPART  D— OPENING  OP  BIDS  AND 
AWARD  OF  CONTRACT 

1.  Section  2.405-2  (a)  (2)  has  been 
revised  to  reflect  the  Comptroller  Gen¬ 
eral’s  modiflcation  to  his  previous  dele¬ 
gation  to  the  Department  of  Defense  as 
contained  in  Comp.  Gen.  B-120281.  29 
June  1954.  Section  2.405-2  (a)  (2),  as 
revised,  read  as  follows: 

5  2.405  Mistakes  in  bids.  •  •  * 

§  2.405-2  Mistakes  disclosed  after 
opening  and  prior  to  award  other  than 
obvious  or  apparent  mistakes  of  a  cleri¬ 
cal  nature,  (a)  •  •  • 

(2)  Where  the  bidder  requests  per¬ 
mission  to  correct  a  mistake  in  its  bid  and 
clear  and  convincing  evidence  establishes 
both  the  existence  of  a  mistake  and  the 
bid  actually  intended,,  a  determination 
permitting  the  bidd^  to  correct  the  mis¬ 
take:  Provided,  That,  in  the  event  such 
correction  would  result  in  displacing  one 
or  more  lower  bids,  the  determination 
shall  not  be  made  unless  the  existence 
of  the  mistake  and  the  bid  actually  in¬ 
tended  are  ascertainable  substantially 
from  the  invitation  and  the  bid  itself. 
If  the  evidence  is  clear  and  convincing 
only  as  to  the  mistake,  but  not  as  to  the' 
intended  bid.  a  determination  permitting 
the  bidder  to  withdraw  his  bid. 

2.  Section  2.405-2  (b),  (3)  has  been 
revised  as  follows: 

(3)  Department  of  the  Air  Force:  To 
the  Staff  Judge  Advocate,  Headquarters, 
Air  Materiel  Command. 

(R.  S.  161.  sec.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22.  ion.  S.  C.  2202) 


Part  3 — ^Procurement  by  Negotiation 

SUBPART  B — CIRCUMSTANCES  PERMITTING 
NEGOTIATIONS 

1.  Section  3.201-2  (b)  (2)  has  been 
revised  to  provide  that  only  set-asides 
made  by  unilateral  determinations  shall 
be  made  pursuant  to  the  authority  of 
10  U.  S.  C.  2304  (a)  (1). 

8  3.201  National  emergency.  •  •  • 

8  3.201-2  Application.  •  •  • 

(b)  For  the  duration  of  the  national 
emergency  declared  pursuant  to  Presi¬ 
dential  Proclamation  2914,  dated  Decem¬ 
ber  16,  1950,  the  Assistant  Secretary  of 
Defense  (Supply  and  Ix^istics)  has  de¬ 
termined  that  only  the  following  pro¬ 
curements  may  be  made  pursuant  to  the 
authority  of  10  U.  S.  C.  2304  (a)  (1) : 

(1)  Procurements  made  pursuant  to 
labor  surplus  and  disaster  area  programs 
(set-asides  shall  be  negotiated  in  ac- 


RULES  AND  REGULATIONS 

cordance  with  procedures  set  forth  In-- 
8  3.219) ; 

(2)  Procurements  made  in  keeping 
with  the  anall  business  programs  (A) 
after  unilateral  determinations  for  set- 
asides,  or  (B)  to  place  any  part  of  the 
total  requirements  set-aside  which  are 
not  filled  by  awards  to  small  business 
concerns,  where  no  other  negotiating 
authority  is  appropriate  (see  8  1.706-6 
(e) )  ; 

(3)  Nonperishable  subsistence  (pend¬ 
ing  resolution  of  the  recommendation  on 
this  subject  contained  in  the  report  of 
the  Commission  on  Organization  of  the 
Executive  Branch  of  the  Ck)vemment, 
subject:  ’’Food  and  Clothing”) ; 

(4)  Procurements  which  are  author¬ 
ized  to  be  negotiated  under  the  provi¬ 
sions  of  §  3.211-1  for  not  more  than 
$100,000  from  contractors  other  than 
educational  institutions;'  (such  negoti¬ 
ated  procurements  from  educational 
institutions  shall  be  negotiated  imder  the' 
authority  of  10  U.  S.  C.  2304  (a)  (5),  (see 
§  3.205)  irrespective  of  amount) ;  and 

(5)  Procurements  for  more  than 
$1,000,  but  not  more  than  $2,500. 

2.  Section  3.213-4  has  been  amended 
as  follows: 

§  3.213  Technical  equipment  requir¬ 
ing  standardization  and  interchange¬ 
ability  of  parts. 

§  3.213-4  Records  and  reports.  Elach 
Military  Department  shall  maintain  <m  a 
current  basis  a  master  list  of  items  for 
which  determinations  and  findings  have 
been  made  under  this  authority.  A  copy ' 
of  each  such  determination  and  finding 
shall  be  furnished  to  the  Assistant  Sec¬ 
retary  of  Defense  (Supply  and  Logistics) 
within  five  days  after  the  date  thereof. 

(R.  S.  161,  sec.  2202) .  70A  Stat.  120;  5  U.  S.  C. 
22.  10  U.  S.  C.  2202) 


Part  5 — ^Interdepartmental 
Procurement 

SUBPART  A — ^PROCUREMENT  UNDER  FEDERAL 
SUPPLY  SCHEDULE  CONTRACTS 

A  new  8  5.100  has  been  added,  as 
follows: 

8  5.100  Applicability.  This  subpart 
applies  only  to  procurements  of  supplies 
to  be  delivered,  or  services  to  be  per¬ 
formed.  in  the  United  States,  its  Terri¬ 
tories.  possessions,  or  Puerto  Rico,  as 
indicate  in  the  Federal  Supply  Schedule 
check  list  current  at  the  time  of  the 
procurement. 

SUBPART  B — PROCUREMENT  FROM  GENERAL 
SERVICES  administration  STORES  DEPOTS 

A  new'  8  5.200  has  been  added,  as 
follows: 

8  5.200  Applicability.  This  subpart 
applies  only  to  procurements  of  supplies 
to  be  delivered,  or  services  to  be  per¬ 
formed,  in  the  United  States,  its  Terri¬ 
tories,  possessions,  or  Puerto  Rico,  as 
indicated  in  the  Federal  Supply  Schedule 
check  list  current  at  the  time  of  the 
procurement. 

SUBPART  C — PROCUREMENT  THROUGH  FED¬ 
ERAL  SUPPLY  SERVICE  CONSOLIDATED 

PURCHASma  PROGRAMS 

A  new  8  5.300  has  been  added  as 
follows: 


8  5.300  Applicability.  Thig 
not  applicable  to  the  procuremSt  1 
supplies  and  services  outside  the^itJ 
States.  ^ 


SUBPART  D— PROCUREMENT  OF  PRISOE-Vik. 

'  SUPPLIES  **** 


A  new  8  5.400  has  been  added 
follows:  *• 


§5.400  Applicability.  ’ThlssubDwth 
not  applicable  to  supplies  both  iwocuw 
and  used  outside  the  United  Stat^i^ 
Alaska. 


SUBPART  E — PROCUREMENT  OF 
SUPPLIES  ' 


A  new  8  5.500  has  been  added 
follows:  " 


8  5.500  Applicability.  ’This  subpart  h 
not  applicable  to  supplies  both  procure4 
and  used  outside  the  United  8tat^ 


SUBPART  H — PROCUREMENT  <»  CTOffll 
UTILITY  SERVICES  BY  USB  OF'GlHBUi 
SERVICES  ADMINISTRATION  AREA  00|. 
TRACTS 


A  new 
follows: 


8  5.800  has  been  added  ai 


§  5.800  Applicability.  Thlssubpaitb 
not  applicable  to  the  procurement  of 
utility  services  outside  the  United  Statei 


(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  8.a 
22,  10  U.  S.  O.  2202) 


Part  7 — Contract  Clauses 


SUBPART  A — CLAUSES  FOR  FIXEO-PBICI 
SUPPLY  CONTRACTS 


1.  Section  7.102  has  b^n  revlaed  br 
adding  cross  references  to  other  secUon 
of  this  subpart.  Section  7.102,  as  revM, 
now  reads  as  follows: 


f|{< 


§  7.102  Applicability.  Asused 
throughout  this  subpart  the  term  ”fized« 
price  supply  contract”  shall  mean  anr 
contract  (a)  entered  into  either  If 
formal  advertising  or  by  negotiattoo, 
other  than  (1)  purchase  orders  for  $5,001 
or  less  (but  see  §§  7.104-15  and  7.104-;1C), 
(2)  letter  contracts,  (3)  preliminaij 
notices  of  award,  and  (4)  amendmeoti 
or  supplemental  agreements  to  contraeb 
or  purchase  orders,  which  do  not  effect 
new  procurement;  (b)  at  a  fixed  price 
(with  or  without  provision  for  price  re- 
determination,  escalation  or  other  form 
of  price  revision  as  covered  in  8  3.403); 
and  (c)  for  supplies  other  than  (1)  the 
construction,  alteration,  or  repair  d 
buildings,  bridges,  roads,  or  other  kinds 
of  real  property,  (2)  experimental,  de¬ 
velopmental,  or  research  work,  or  (8) 
facilities  to  be  provided  by  the  Govern¬ 
ment  under  a  “Facilities  Contract”  u 
defined  in  Part  13  of  this  subchapter. 


2.  Miscellaneous  changes  have  been 
made  to  §  7.103  Required  clauses,  as 
follows: 

a.  Section  7.103-1  (a)  has  been  revised 
to  change  the  word  “executive”  agencr 
to  “Federal”  agency.  Section  7.103-1 
(a),  as  revised,  reads  as  follows: 


(a)  The  term  “Secretary”  means  the 
Secretary,  the  Under  Secretary,  or  anj 
Assistant  Secretary  of  the  DepartmenL 
and  the  head  or  any  assistant  head  of  the 
Federal  agency;  and  the  term  “his  dub 
authorized  representative”  means  anf 
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or  persons  or  board  (pther  than 
JJ^tractlng  Officer)  authorized  to  act 
^  the  Secretary. 

b  m  1 7.103-2  (a)  the  dause  has  been 
,Ji«d  to  make  It  clear  that  an  equitable 

— ..A  MMAW  Ka  Tv%o/Ta  AVionerAG 


See  Irrespective  of  whether  the  diffpr- 
Sge  in  cost  or  time  of  performance 
to  the  changed  portion  or  the  im- 
^Siged  portion  of  the  contract.  Section 
^S-2  (a),  as  revised,  reads  as  follows: 

17.103-2  Changes  and  disposition  of 
resulting  from  changes — (a) 

chunges, 

CHANGES 

Ibe  contracting  Officer  may  at  any  time,  by 
•  written  order,  and  without  notice  to  the 
loreties.  make  changes,  within  the  general 
■cope  of  this  contract,  in  any  one  or  more  of 
following:  (1)  Drawings,  designs,  or 
Molflcations,  where  the  supplies  to  be 
are  to  be  specially  manufactured 
jor  tbe  Oovernment  in  accordance  therewith; 
(U)  method  of  shipment  or  packing;  and 
(ill)  of  delivery.  If  any  such  change^ 
an  increase  or  decrease  in  the  cost  of,  * 
or  the  required  for  the  performance  of 
•oy  part  of  the  work  tmder  this  contract, 
^ther  changed  or  not  changed  by  any 
ludi  order,  an  equitable  adjustment  shall  be 
pfij*  in  the  contract  price  or  delivery  sched- 
«k,  or  both,  and  the  contract  shaU  be  modi¬ 
fied  in  writing  accordingly.  Any  claim  by 
the  Qontractor  for  adjustment  tmder  this 
euoae  must  be  a^rted  within  30  days  from 
Um  date  of  receipt  by  the  Ck>ntractor  of  the 
of  change:  Provided,  however. 
That  the  Contracting  Officer,  if  he  decides 
that  the  facts  Jiutify  such  action,  may  re- 
eetva  act  upon  any  such  claim  asserted 
at  any  time  prior  to  final  pairment  imder 
frte  contract.  Where  the  cost  of  property 
awds  otaKdete  or  excess  as  result  of  a  change 
k  tadnded  in  the  Contractor'k  claim  for 
adjoatment,  the  Contracting  Officer  shall 
hava  the  right  to  prescribe  the  manner  of 
dhpoeitlon  of  such  property.  Failure  to , 
agree  to  any  adjustment  shall  be  a  dispute  ■ 
cyicwning  a  question  of  fact  within  the 
■waring  of  the  claxise  of  this  contract  en- 
titted  '‘Disputes."  However,  nothing  in  this 
elanae  shall  excuse  the  Contractor  from  pro¬ 
ceeding  writh  the  contract  as  changed. 

In  the  foregoing  clause,  the  period  of 
"30  days”  within  which  any  claim  for 
adjustment  must  be  asserted  may  be 
nried  in  accordance  with  Department 
procedures. 

e.  In  §  7.103-5 :  Paragraph  (b)  has 
been  revised  to  clarify  the  statement  in 
tbe  penultimate  sentence  concerning  the 
contractor’s  obligation  to  correct  or  re¬ 
place  defective  supplies.  Former  lan¬ 
guage  was  capable  of  being  misinter¬ 
preted  so  as  to  indicate  that  the  con¬ 
tractor,  rather  than  the  Government, 
would  make  the  decision  as  to  whether 
rejected  supplies  should  be  replaced  or 
whether  they  should  be  corrected. 
Paragraph  (c)  has  been  revised  to  pro- 
ride  that  the  Government  reserves  the 
right  to  charge  to  the  contractor  any 
additional  cost  of  inspection  and  test 
when  reinspection  or  retest  is  neces¬ 
sitated  by  prior  rejection.  The  word 
“final”  has  been  deleted  wherever  it  ap¬ 
pears  in  conjunction  with  the  word  “ac¬ 
ceptance.”  This  change  is  editorial 
since,  in  the  context  used,  “acceptance” 
®eans  “final  acceptance.”  Section 
7.103-5,  as  revised,  reads  as  follows; 


§  7.103-5  Inspection, 

ZNSPBCnON 

(a)  All  supplies  (which  term  throughout 
this  clause  includes  without  limitation  raw 
materials,  components,  intermediate  as¬ 
semblies,  and  end  products)  shall  be  sub¬ 
ject  to  inspection  and  test  by  the  Govern¬ 
ment,  to  the  extent  practicable  at  aU  times 
and  places  including  the  period  of  manu- 
fact\ire,  and  in  any  event  prior  to  final  ac¬ 
ceptance. 

(b)  In  case  any  supplies  or  lots  of  supplies 
are  defective  in  material  or  workmanship  or 
otherwise  not  in  conformity  with  the  re¬ 
quirements  of  this  contract,  the  Govern¬ 
ment  shall  have  the  right  either  to  reject 
them  (with  or  without  instructions  as  to 
their  disposition)  or  to  require  their  cor¬ 
rection.  Supplies  or  lots  of  supplies  which 
have  been  rejected  or  required  to  be  cor¬ 
rected  shall  be  removed  or,  if  permitted  or 
required  by  the  Contracting  Officer,  corrected 
in  place  by  and  at  the  expense  of  the  Con- 
•  tractor  promptly  after  notice,  and  shaU  not 
thereafter  be  tendered  for  acceptance  xm- 
less  the  former  rejection  or  requiripents  of 
correction  is  disclosed.  If  the  Contractor 
fails  promptly  to  remove  such  supplies  or  lots 
of  supplies  which  are  required  to  be  re¬ 
moved,  or  promptly  to  replace  or  correct 
such  suppUes  or  lots  of  suppUes,  the  Gov¬ 
ernment  either  (i)  may  by  contract  or  other¬ 
wise  replace  or  canexX  such  suppUes  and 
charge  to  the  Contractor  the  cost  occasioned 
the  Govenunent  thereby,  or  (U)  may  termi¬ 
nate  this  contract  for  default  as  provided  in 
the  clause  of  this  contract  entitled  “Default." 
Unless  the  Contractor  corrects  or  replaces 
such  suppUes  within  the  delivery  schedule, 
the  Contracting  Officer  may  require  the  de- 
Uvery  of  such  suppUes  at  a  reduction  in 
price  which  is  equitable  under  the  circum¬ 
stances.  FaUure  to  agree  to  such  reduction 
of  price  ShaU  be  a  dispute  concerning  a 
question  of  fact  within  the  meaning  of  the 
clause  of  this  contract  entitled  “Disputes." 

(c)  If  any  inspection  or  test  is  made  by  the 
Government  on  the  premises  of  .the  Contrac¬ 
tor  or  a  subcontractor,  the  Contractor  with¬ 
out  additional  charge  shaU  provide  all 

-  reasonable  faculties  and  assistance  for  the 
'  safety  and  convenience  of  the  Government 
Inspectors  in  the  performance  of  their  duties. 
If  Government  inspection  or  test  is  made 
at  a  point  other  than  the  premises  of  the 
Contractor  or  a  subcontractor,  it  shall  be  at 
the  expense  of  the  Government  except  as 
otherwise  provided  in  this  contract:  Pro¬ 
vided,  That  in  case  of  rejection  the  Govern¬ 
ment  shall  not  be  liable  for  any  reduction  in 
value  of  samples  xised  in  connection  with 
such  inspection  or  test.  All  inspections  and 
tests  by  the  Government  shall  be  performed 
in  such  a  manner  as  not  to  xmdxUy  delay 
the  work.  The  Government  reserves  the 
right  to  charge  to  the  Contractor  any  addi¬ 
tional  cost  of  Government  inspection  and  test 
when  suppUes  are  not  ready  at  the  time  such 
inspection  and  test  is  requested  by  the  Con¬ 
tractor  or  when  reinspection  or  retest  is 
necessitated  by  prior  rejection.  Acceptance 
or  rejection  of  the  suppUes  shall  be  made  as 
promptly  as  practicable  after  deUvery,  except 
as  otherwise  provided  in  this  contract;  but 
failure  to  inspect  and  accept  or  reject  sup¬ 
plies  shall  neither  reUeve  the  Contractor 
from  responsibUity  for  such  suppUes  as  are 
not  in  accordance  with  the  contract  require¬ 
ments  nor  impose  liability  on  the  Govern¬ 
ment  therefor. 

(d)  The  inspection  and  test  by  the  Gov¬ 
ernment  of  any  suppUes  or  lots  thereof  does 
not  reUeve  the  Contractor  from  imy  re- 
sponsibiUty  regarding  defects  or  other 
faUures  to  meet  the  contract  requirements 
which  may  be  discovered  prior  to  acceptance. 
Except  as  otherwise  i»:ovided  In  this  con¬ 
tract,  acceptance  shaU  be  conclusive  except 
as  regards  latent  defects,  fraud,  or  such  gross 
mistakes  as  amount  to  fraud. 


(e)  The  Contractor  shaU  provide  and 
maintain  an  inspection  system  acceptable  to 
the  Government  covering  the  suppUes  here¬ 
under.  Records  of  aU  inspection  work  by  the 
Contractor  shaU  be  kept  complete  and  avail¬ 
able  to  the  Government  diuring  the  perform¬ 
ance  of  this  contract  and  for  such  longer 
period  as  may  be  specified  elsewhere  In  this 
contract. 

d.  In  S  7.103-6  the  clause  has  been  re¬ 
vised  to  eliminate  any  ambiguity  pr  ques¬ 
tion  as  to  who  is  responsQfie  for  the  sup¬ 
plies  after  delivery  to  the  Government 
but  prior  to  acceptance  or  rejection. 

S  7.103-6  Responsibility  for  supplies, 

XESPONSXBILITT  VOX  8UFFUXS 

Except  as  otherwise  provided  in  this  con¬ 
tract,  (i)  the  Contractor  shaU  be  responsible 
for  the  suppUes  covered  by  this  contract 
xmtil  they  are  deUvered  at  the  designated 
deUvery  point,  regardless  of  the  point  of  in¬ 
spection;  (U)  after  deUvery  to  the  Govern¬ 
ment  at  the  designated  point  and  prior  to 
acceptance  by  the  Government  or  rejection 
and  giving  'notice  thereof  by  the  Govern¬ 
ment,  the  Government  shall  be  respcmslble 
for  the  loss  or  destructibn  of  or  damage  to 
the  suppUes  only  if  such  loss,  destruction, 
or  damage  results  from  the  negUgence  of 
officers,  agents,  or  employees  of  the  Gov¬ 
ernment  acting  within  the  scope  of  their 
employment;  and  (iU)  the  Contractor  shaU 
bear  aU  risks  as  to  rejected  suppUes  after 
notice  of  rejection,  except  that  the  Govern¬ 
ment  shall  be  re^wnslble  for  the  loss,  or 
destruction  of,  or  damage  to  the  suppUes 
only  if  such  loss,  destruction  or  damage  re¬ 
sults  fixan  the  gross  negUgence  of  officers, 
agents,  or  empiloyees  of  the  Government 
acting  within  the  scope  of  their  employment. 

e.  Section  7.103-7  has  been  revieed  to 
provide  that  contractors  need  no  longer 
certify  vouchers  or  Invoices  as  to  cor¬ 
rectness.  justness  and  nonpayment,  but 
that  carriers,  othdr  corporations  or 
agencies,  or  persons  furnishing  trans¬ 
portation  and  accesorial  services  to  the 
Government  must  continue  to  execute 
the  certificates  contained  on  the  stsmd- 
ard  forms  prescribed  by  Comptroller 
General,  in  Title  4,  Code  of  Federal  R^- 
ulations,  7.6  and  9.1.  Section  7.103-7,  as 
revised,  reads  as  follows: 

S  7.103-7  Payments, 

PATUENTS 

The  Contractor  shaU  be  paid,  upon  the 
submission  of  proper  invoices  or  vouchers, 
the  prices  stipulated  herein  for  suppUes  de¬ 
Uvered  and  accepted  or  services  rendered  and 
accepted,  less  deductions,  if  any.  as  herein 
provided.  Unlees  otherwise  specified,  pay¬ 
ment  wiU  be  made  on  partial  deUverles 
accepted  by  the  Government  when  the 
amount  due  on  such  deUverles  so  warrants; 
or,  when  requested  by  the  Contractor,  pay¬ 
ment  for  accepted  partial  deliveries  shaU  be 
made  whenever  such  payment  would  equal 
or  exceed  either  $1,000  or  60  percent  of  the 
total  amoxmt  of  this  contract. 

f.  In  S  7.103-8  the  portion  of  the  clause 
limiting  the  Government’s  right  of  set¬ 
off  for  indebtedness  of  the  contractor  is 
further  limited  in  the  revised  clause,  as 
provided  for  in  the  1951  amendment 
(Public  Law  SO,  82d  Congress)  to  the 
Assignment  of  Claims  Act  of  1940.  Sec¬ 
tion  7.103-8,  as  revised,  reads  as  follows: 

S  7.103-8  Assignment  of  claims, 

ASSIGNltXMT  OP  CXAUCS 

(a)  Pursuant  to  the  provisions  of  the 
As^nment  of  Claims  Act  of  1940  as  amended 
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RULiS  AND  REGULATIONS 


(31  XJ.  a  Code  308.  41  U.  S.  Code  15).  If  this 
contract  provides  for  payments  aggregating 
$1,000  or  more,  claims  for  monies  due  or  to 
become  due  the  Contractor  from  the  Govern¬ 
ment  under  this  contract  may  be  assigned 
to  a  bank,  trust  company,  or  other  financing 
institution.  Including  any  Federal  lending 
agency,  and.,  may  thereafter  be  fvu^her  as¬ 
signed  and  reassigned  to  any  such  institu¬ 
tion.  Any  such  assignment  or  reassignment 
shall  cover  all  amoxmts  payable  under  this 
contract  and  not  already  paid,  and  shall  not 
be  made  to  more  than  one  party,  except  that 
any  such  assignment  or  reassignment  may 
be  made  to  one  party  as  agent  or  trustee  lor 
two  or  more  parties  participating  in  such 
financing.  Notwithstanding  any  provisions 
of  this  contract,  payments  to  an  assignee  of 
any  monies  due  or  to  become  due  under  this 
contract  shall  not.  to  the  extent  provided  in 
said  act.  as  amended,  be  subject  to  reduction 
or  set-off. 

(b)  In  no  event  shall  copies  of  this  con¬ 
tract  or  of  any  plans,  specifications,  or  other 
similar  documents  relating  to  work  under 
this  contract,  if  marked  “Top  Secret,** 
“Secret,**  or  “Confidential,**  be  furnished  to 
any  assignee  ol  any  claim  arising  under  this 
contract  or  to  any  other  person  not  entitled 
to  receive  the  same:  Provided,  That  a  copy 
of  any  part  or  all  of  this  contract  eo  marked 
may  be  furnished,  or  any  information  con¬ 
tained  therein  may  be  disclosed,  to  such 
assignee  upon  the  prior  written  authorization 
of  the  Contracting  Officer. 

The  last  sentence  of  paragraph  (a)  of 
the  foregoing  clause  shall  be  included  in 
contracts  only  in  time  of  war,  or  national 
emergency  proclaimed  by  the  President 
(including  the  National  Emergency  Proc¬ 
lamation  of  December  16.  1950)  or  by 
Act  or  Joint  Resolution  of  the  Congress 
and  shall  not  be  included  in  contracts 
entered  into  after  such  war  or  national 
emergency  has  been  terminated:  Pro¬ 
vided,  That  in  cases  where  special  cir- 
ciunstances  make  it  advisable  in  the  best 
interests  of  the  Oovemment,  and  in 
accordance  with  Departmental  proce¬ 
dures.  such  sentence  may  be  omitted.  In 
any  event  the  sentence  will  be  deleted 
from  negotiated  contracts  entered  into 
with  foreign  contractors. 

Pursuant  to  the  provisions  of  the 
Assignment  of  Claims  Act  of  1940,  as 
amended  by  Public  Law  30, 82d  Congress, 
the  effect  of  the  last  sentence  of  para¬ 
graph  (a)  of  the  foregoing  clause  is  that 
payments  to  be  made  to  an  assignee  after 
15  Ma^  1951  of  any  monies  due  or  to  be¬ 
come  due  under  the  contract  shall  not 
be  subject  to  reduction  or  set-off  for  any 
liability  of  any  nature  of  the  contractor 
to  the  Government  which  arises  inde¬ 
pendently  of  the  contract,  or  for  any 
liability  of  the  contractor  on  accoimt  of 
(i)  renegotiation  under  any  renegotia¬ 
tion  statute  or  under  any  statutory  re¬ 
negotiation  clause  in  the  contract,  (ii) 
fines,  (iii)  penalties  (which  term  does 
not  include  amoimts  which  may  be  col¬ 
lected  or  withheld  from  the  contractor 
in  accordance  with  or  for  failure  to  com¬ 
ply  with  the  terms  of  the  contract),  or 
(iv)  taxes.  Social  Security  contributions, 
or  the  withholding  or  nonwithholding  of 
taxes  or  Social  Security  contributions, 
whether  arising  from  or  independently 
of  the  contract. 

The  assignee  is  required  by  said  act, 
as  amended,  to  *‘File  written  notice  of  the 
assignment  together  with  a  true  copy  of 
the  instrument  of  assignment  with  (a) 
the  contracting  officer  or  the  head  of  his 


department  or  agency;  (b)  the  surety  or 
sureties  upon  the  bond  or  bonds,  if  any, 
in  connection  with  such  contract;  and 
(c)  the  disbursing  officer,  if  any.  desig¬ 
nated  in  such  contract  to  make  pay¬ 
ment.” 

g.  In  §  7.103-11,  the  paragraph  now 
designated  (c)  has  been  revised  to  make 
it  clear  (i)  that  the  specific  causes  of 
delay  listed  are  subject  to  the  general 
requirement  of  being  beyond  the  con¬ 
tractor’s  control  and  without  his  fault  or 
negligence  and  (ii)  that  both  contractor 
and  subcontractor  must  be  free  from 
fault  or  negligence  before  contractor  can 
be  excused.  Section  7.103-11,  as  revised, 
now  reads  as  follows: 

§  7.103-11  Default. 

DEFAULT 

(a)  The  Oovernment  may,  subject  to  the 
provisions  of  paragraph  (c)  below,  by  writ¬ 
ten  notice  of  default  to  the  Contractor, 
terminate  the  whole  or  any  part  of  this  con¬ 
tract  in  any  .one  of  the  foUowlng 
circumstances : 

(i)  If  the  Contractor  fails  to  make  delivery  • 
'of  the  supplies  or  to  perform  the  services 
within  the  time  specified  herein  or  any  ex¬ 
tension  thereof:  or 

(U)  If  the  Contractor  fails  to  perform  any 
of  the  other  provisions  of  this  contract,  or 
so  fails  to  make  progress  as  to  endanger 
performance  of  this  contract  in  accordance 
with  its  terms,  and  in  either  of  these  two 
circumstances  does  not  cure  such  failure 
within  a  period  of  10  days  (or  such  longer 
period  as  the  Contracting  Officer  may  author¬ 
ize  in  writing)  after  receipt  of  notice  from 
the  Contracting  Officer  specifying  such 
failure. 

(b)  In  the  event  the  Government  termi¬ 
nates  this  contract  in  whole  or  in  part  as 
provided  in  paragraph  (a)  of  this  clause, 
the  Government  may  procure,  upon  such 
terms  and  in  such  manner  as  the  Contract¬ 
ing  Officer  may  deem  appropriate,  supplies 
or  services  simUar  to  those  so  terminated, 
and  the  Contractor  shaU  be  liable  to  the 
Government  for  any  excess  costs  for  such 
similar  supplies  or  services:  Provided,  That 
the  Contractor  shaU  continue  the  perform¬ 
ance  of  this  contract  to  the  extent  not  termi¬ 
nated  under  the  provisions  of  this  clause. 

(c)  Except  with  respect  to  defaults  of  sub¬ 
contractors,  the  Contractor  shall  not  be 
liable  for  any  excess  costs  if  the  failure  to 
perform  the  contract  arises  out  of  causes 
beyond  the  control  and  without  the  fault  or 
negligence  of  the  Contractor.  Such  causes 
may  include,  but  are  not  restricted  to,  acts 
of  God  or  of  the  public  enemy,  acts  of  the 
Government  in  either  its  sovereign  or  con¬ 
tractual  capacity,  fires,  fioods,  epidemics, 
quarantine  restrictions,  strikes,  freight  em¬ 
bargoes,  and  unusually  severe  weather;  but 
In  every  case  the  failure  to  perform  mtist  be 
beyond  the  control  and  without  the  fault  or 
negligence  of  the  Contractor.  If  the  failure 
to  perform  is  caused  by  the  default  of  a  sub¬ 
contractor,  and  if  such  default  arises  out  of 
causes  beyond  the  control  of  both  the  Con¬ 
tractor  and  subcontractor,  and  without  the 
fault  or  negligence  of  either  of  them,  the 
Contractor  shall  not  be  liable  for  any  excess 
costs  for  failure  to  perform,  unless  the  sup¬ 
plies  or  services  to  be  furnished  by  the  sub¬ 
contractor  were  c^tainable  from  other 
sources  in  siifficient  time  to  p>ermit  the  Con¬ 
tractor  to  meet  the  required  delivery 
schedule. 

(d)  If  this  contract  is  terminated  as  pro¬ 
vided  in  paragraph  (a)  of  this  clause,  the 
Government,  in  addition  to  any  other  rights 
provided  in  this  clause,  may  require  the 
Contractor  to  transfer  title  and  deliver  to 
the  Government,  in  the  manner  and  to  the 
extent  directed  by  the  Contracting  Officer, 


(1)  any  completed  supplies,  and  (U) 
partially  completed  supplies  and  mateSl?  1  ^ 
parts,  tools,  dies.  Jigs,  fixtures,  plana,  1 
ings,  information,  and  contract  rights  (ST  I  * 
Inafter  called  “manufacturing  material?)  I  * 
the  Contractor  has  specifically  produced  "  1  ' 
specifically  acquired  for  the  perf ormaaot I 
such  part  of  this  contract  as  has  been  tersA  « 
nated;  and  the  Contractor  shall,  upon^^  | 
tion  of  the  Contracting  Officer,  prote«XiS  I 
preserve  property  in  possession  of  the  (w  I 
tractor  in  which  the  Government  has  anh  I 
terest.  Pairment  for  completed  supjdlee  ^  I 
llvered  to  and  accepted  by  the  Oovemanat  i 
shall  be  at  the  contract  price.  Payiu^n^  I 
manufacturing  materials  delivered  to  sm  1. 
accepted  by  the  Government  and  for  ^  K 
protection  and  preservation  of  property  ehau  P  ■ 
be  in  an  amount  agreed  upon  by  the  Ode. '  P' 
tractor  and  Contracting  Officer;  failure  tg  I 
agree  to  such  amount  shall  be  a  dlsputt  I 
concerning  a  question  of  fact  within  tki  I 
meaning  of  the  clause  of  this  contrset  es.  I 
titled  “Disputes.**  I 

(e)  If,  after  notice  of  termination  of  thk  I 

contract  under  the  provisions  of  paragreA  I 
(a)  of  this  clause,  it  is  determined  that  the  I 
failure  to  perform  this  contract  is  due  $  I 
causes  beyond  the  control  and  without  the  I 
fault  or  negligence  of  the  Contractor  or  iub<  I 
contractor  pursuant  to  the  provisloni  of  I 
paragraph  (c)  of  this  clause,  such  notice  of  I 
default  shall  be  deemed  to  have  been  leeuet  I 
pursuant  to  the  clause  of  this  contract  en>  I 
titled  “Termination  for  Convenience  the  I 
Goveriunent.*’  and  the  rights  and  obllgstloin  1. 
of  the  parties  hereto  shall  in  such  event  he  § 
governed  by  such  clause.  Except  as  other*  I 
wise  provided  in  this  contract,  this  paragnph  I 
(e)  applies  only  if  this  contract  is  with  i  I 
military  department.  I 

(f)  The  rights  and  remedies  of  the  (Sov*  I 

ernment  provided  in  this  dame  shall  not  be  f 
exclusive  and  are  in  addition  to  any  other  I 
rights  and  remedies  provided  by  law  or  unte  I' 
this  contract.  I 

h.  In  §  7.103-12,  the  clause  hsis  been  I 
revised  to  limit  the  finality  of  admW  I 
trative  decisions  in  accordance  with  I 
Public  Law  356,  83d  Congress.  Pan*  I 
graph  (b)  has  been  added  to  make  cleu  I 
that  reference  in  paragraph  (a)  to  fad  I 
questions  is  not  intended  to  prechiii  I 
consideration  of  related  law  question,  I 
subject  to  the  statutory  limitation  of  the  I 
finality  of  law  determinations  by  admin.  I 
istrative  officials.  The  reference  in  the  | 
clause  to  “court  of  competent  jurist  I 
tion”  is  not  intended  to  affect  the  juria*  I 
diction  of  the  General  Accounting  Office,  f 
Section  7.103-12,  as  revised,  reads  as  I 
follows:  ^  I 

§  7.103-12  Disputes.  I 

DISPUTES  I 

(a)  Except  as  otherwise  provided  in  thk  I 

contract,  any  dispute  concerning  a  questtoi  I 

of  fact  arising  under  this  contract  which  li  I 
not  disposed  of  by  agreement  shaU  be  dedM  I 
by  the  Contracting  Officer,  who  shall  redwi  I 
his  decision  to  writing  and  maU  or  othenrlw  I 
furnish  a  copy  thereof  to  the  Contractw.  I 
The  decision  of  the  Contracting  Officer  shin  I 
be  final  and  conclusive  unless,  within  80  dia  I 
from  th^  date  of  receipt  of  such  copy,  tM  I 
Contracts  malls  or  otherwise  fiumishea  to  I 
the  Contracting  Officer  a  written  appeal  ad*  I 
dressed  to  the  Secretary.  The  decision  of  th»  I 
Secretary  or  his  duly  authorized  representa-  I 
tive  for  the  determination  of  such  appaab 
shall  be  final  and  conclusive  unless  detw- 
mined  by  a  cotirt  of  competent  Jurisdictloa 
to  have  been  fraudulent,  or  capricloni,  ot 
arbitrary,  or  so  grossly  erroneous  as  necoa- 
sarily  to  imply  bad  faith,  or  not  supported  hr 
substantial  evidence.  In  connection  wtth 
any  appeal  proceeding  under  this  clause,  tbi 
Contractor  shall  be  afforded  an  opportunit| 
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Iieard  »nd  to  off®  evidence  In  support  subchapter  in  the  case  of  contracts  with 
«  -.4  «««!  ^  i»4«  *  "  a  State  or  political  subdivision  thereof. 

§  7.103-20  Covenant  against  contin¬ 
gent  fees. 

COVXNAMT  AGAmST  CONTINGENT  FEES 

The  Ck>ntractor  warrants  that  no  person 
or  selling  agency  has  been  employed  or  re> 
talned  to  solicit  or  secure  this  contract  upon 
an  agreement  or  understanding  for  a  com¬ 
mission,  percentage,  brokerage,  or  contingent 
fee,  excepting  bona  fide  employees  or  bona 
fide  established  commercial  or  selling  agen¬ 
cies  maintained  by  the  Contractor  for  the 
purpose  of  securing  business.  For  breach  or 
violation  of  this  warranty  the  Government 
shaU  have  the  right  to  annul  this  contract  Welder, 
without  liabiUty  or  in  its  discretion  to  deduct 
from  the  contract  price  or  consideration,  or 
otherwise  recover,  the  full  amount  of  such 
commission,  percentage,  brokerage  or  con¬ 
tingent  fee.  ^ 

3.  In  §  7.104-14  the  clause  has  been 
added  to  the  Standard  Form  32,  and  is 
consistent  with  and  designed  to  pro¬ 
mote  the  objectives  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act,  the 
Armed  Services  Procurement  Act,  and 
the  Small  Business  Act  of  1953. 

§  7.104-^4  Utilization  of  small  busi¬ 
ness  concerns.  Insert  the  clause  set 
forth  below  in  all  fixed-price  supply 
contracts,  in  amounts  exceeding  $5,000, 
except  those  contracts  entered  into  with 
foreign  contractors  which  are  to  be  per¬ 
formed  outside  of  the  United  States,  its 
Territories,  its  possessions,  and  Puerto 
Rico. 

UnUZATION  OF  SMALL  BUSINESS  CONCERNS 

(a)  It  is  the  policy  of  the  Government  as 
declared  by  the  Congress  that  a  fair  propor¬ 
tion  of  the  purchases  and  contracts  for  sup¬ 
plies  and  services  for  the  Government  be 
placed  with  small  business  concerns. 

(b)  The  Contractor  agrees  to  accomplish 
the  maximum  amount  of  subcontracting  to 
small  business  concerns  that  the  Contractor 
finds  to  be  consistent  with  the  efficient  per¬ 
formance  of  this  contract. 

4.  Section  7.104-19  is  revised. 

§  7.104-19  Cargo  preference  act.  In 
accordance  with  the  requirements  of 
§  1.309  (d)  (2)  of  this  subchapter,  insert 
one  of  the  contract  clauses  set  forth 
therein  as  appropriate. 

5.  Coverage  in  this  subchapter  has 
been  expanded  to  provide  in  §  7.107  an 
additional  price  escalation  clause  for  use 
in  situations  where  labor  or  material  cost 
factors  are  subject  to  change.  The  new 
§  7.107  reads  as  follows: 

§  7.107  Price  escalation  clause  ilahor 
and  material),  (a)  The  following  price 
escalation  clause  is  authorized  for  use  in 
negotiated  fixed-price  supply  .contracts 
where  (1)  the  price  exceeds  $50,000,  (2) 
the  period  of  performance  exceeds  six 
months,  (3)  there  is  no  major  element 
of  design  engineering  or  developmental 
work  involved  in  producing  the  items  be¬ 
ing  procured,  and  (4)  one  or  more  identi- 
I  liable  labor  or  material  cost  factors  are 
subject  to  change.  > 

(b)  The  Schedule  shall  describe  in 
■  detail  the  types  of  labor  and  materials 
overtime  compensation.  Insert  the  con-  subject  to  escalation,  the  labor  rates  (in- 
tract  clause  set  forth  in  S  12.303-1  of  this  eluding  fringe  benefits,  if  any) ,  and  unit 
subchapter.  Note  the  introductory  pro-  prices  of  materials,  which  may  be  in- 
vision  required  by  §  12.303-2  of  this  creased  or  decreased,  and  the  quantities 


of  labor  and  specified  materials  allocable 
to  each  unit  of  supplies  to  be  delivered 
under  the  contract.-  The  following 
sample  format  illustrates  a  type  of  sched¬ 
ule  description  that  may  be  used: 

The  following  types  of  labor  and  ma¬ 
terial  are  subject  to  price  escalation  pur-  ■ 
suant  to  clause _ of  this  contract. 

CoKTBACT  Item  No.  1 

Quantities  and 
—  direct  easts 

Types  of  labor  and  Rates  sf  pay  and  per  unit  of 

materials  material  prices  proevo’ement 

Drill  Press  Opera-  $3.00/hoi]r,  no  20  min— $1.00. 

fringe  benefits 
tncloded. 

|2.7S/faoar 
JK^nr— vaca¬ 
tion  pay 
JO/hour— pen¬ 
sion  plan 

$3.00  10  min.— 10.50. 

Copper  Sheet .  $0.40/lb.  2  lb.— $0.80. 

Purchased  parts: 

(1)  ABC  tube  $1.00  each  3  ea.— $3.00. 

X6721. 

(2)  XYZ  part  $0.fi0  each  10  ee.— $5.00. 

No.  0348. 

The  percentage  figure  to  be  used  in 
subparagraph  (d)  (vi)  of  the  clause 
shall  not  exceed  10  percent. 

(c)  In  negotiating  adjustments  und^ 
the  clause,  the  contracting  offleer  shall 
consider  work  in  process  and  materials 
on  hand  at  the  time  of  changes  in  labor 
rates  or  materials  prices  since  these 
elements  may  have  a  significant  impact 
on  equitable  price  adjustments. 

PRICE  ESCALATION 

(a)  The  Contractor  warrants  that  the 
prices  set  forth  In  this  contract  do  not  in¬ 
clude  any  aUowaiiee  for  any  contingency  to 
cover  increased  costs  of  performance  result¬ 
ing  from  increases  (i)  the  Contrac'or’s  rates 
of  pay  for  labor  or  (11)  the  tinlt  prices  tor 
materials,  set  forth  in  the  Schedule. 

(b)  If  at  any  time  during  the  performance 
of  this  contract  there  is  an  Increase  or  de¬ 
crease  in  the  rates  of  pay  for  labor  or  unit 
prices  for  materials  set  forth  in  the  Schedule, 
the  Contractor  shall  notify  the  Contracting 
Officer  thereof  within  60  days  of  such  In¬ 
crease  or  decrease  or  within  such  further 
period  as  may  be  approved  in  writing  by  the 
Contracting  Officer,  but  in  any  event  not 
later  than  final  payment  imder  the  contract. 
Such  notice  shall  include  the  Contractor’s 
proposal  for  an  equitable  adjustment  in'  the 
contract  unit  prices  to  be  negotiated  in 
accordsmee  with  paragraph  (c)  below  and 
shall  be  accompanied  by  data,  in  such  form 
as  the  Contracting  Officer  may  require,  ex¬ 
plaining  (i)  the  catises,  (il)  the  effective 
date,  and  (ill)  the  amoimt,  both  of  the  in¬ 
crease  or  decrease  and  of  the  Contractor’s 
proposal  for  an  equitable  adjustment. 

(c)  Promptly  upon  receipt  of  any  notice 
and  data  described  in  (b)  above,  the  Con¬ 
tractor  and  the  Contracting  Officer  shaU 
negotiate  an  eqtiitable  adjustment,  and  the 
effective  date  thereof,  in  the  contract  \mit 
prices  to  reflect  any  change  In  the  cost  of 
performance  of  this  contract  due  to  the  in¬ 
crease  or  decrease  in  rates  of  pay  for  labor 
or  unit  prices  for*  materials  set  forth  in  the 
Schedule:  Provided,  however.  That  such  ne* 
gotiations  may  be  postponed  by  the  Contract¬ 
ing  Officer  until  an  accumulation  of  such 
increases  and  decreases  results  in  an  adjust¬ 
ment  allowable  under  (d)  (v) .  The  equita¬ 
ble  adjustment  and  the  effective  date 
thereof,  shall  be  set  forth  in  an  amendment 
or  supplemental  agreement  to  this  contract. 
Such  amendment  or  supplemental  agreement 
shall  also  revise  the  rates  of  pay  for  labor  or 
unit  prices  for  materials  set  forth  in  the 
Schedule  to  reflect  the  increase  or  decrease 


vtN  app®*^-  final  decision  of  a 

*  ^jflwunder.  the  Contractor  shall  pro- 
fy^Hgently  with  the  performance  of  the 

fryet  and  in  accordance  with  the  Con- 
Officer’s  decision. 

"Dlepntes”  clause  does  not  pre- 
jude  eflnslderation  of  law  questions  in  con- 
^th  decisions  provided  for  in  para- 
above:  Provided,  That  nothing  in 
Sf^ntract  shall  be  construed  as  making 
the  decision  of  any  administrative  of- 
^  representative,  or  board  on  a  question 

of  law- 

In  accordance  with  Departmental  pro- 
0iaes,  the  foregoing  clause  may  be 
to  provide  for  intermediate  ap- 
P^jtotoe Head  of  the  Procuring  Activ- 
^coocemed.  The  decision  of  the  con- 
anting  officer  referred  to  in  the  above 
iball,  if  mailed,  be  sent  by  certi¬ 
fied  mail,  return  receipt  requested. 

i  in  §  7.103-14  the  clause.has  been  re¬ 
vised  to  refiect  certain  provisions  of 
fxecutive  Order  No.  10582  of  December 
17,  1964.  modifying  the  application  of 
tlie  domestic  preference,  lotion  7.103- 
14,  as  revised,  reads  as  follows; 

17.103-14  Buy  American  Act. 

BUT  AMERICAN  ACT 

(a)  In  acquiring  end  products,  the  Buy 

Act  (41  U.  S.  CkKle  10  a-d)  provides 
that  the  Government  give  preference  to 
4amestie  source  end  products.  For  the  pur- 
•oie  of  this  clause : 

(i)  *’C<xnponents”  means  those  articles, 
materials,  and  supplies,  which  are  directly 
iBOoiporated  in  the  end  products; 

(li)  “End  products”  means  those  articles, 
materials,  and  supplies,  which  aVe  to  be 
acquired  under  this  contract  for  public  use; 
and 

(Hi)  A  "domestic  source  end  product’’ 
means  (A)  an  unmanufactured  end  product 
irtiieh  has  been  mined  or  produced  in  the 
United  States  and  (B)  an  end  product  manu¬ 
factured  in  the  United  States  if  the  cost  of 
the  components  thereof  which  are  mined, 
produced,  or  manufactured  in  the  United 
States  exceeds  50  percent  of  the  cost  of  all 
its  components.  For  the  purposes  of  this  (a) 
(ill)  (B),  components  of  foreign  origin  of 
the  same  type  or  kind  as  the  products  re¬ 
ferred  to  in  (b)  (ii)  or  (ill)  of  this  clause 
shall  be  treated  as  components  mined,  pro¬ 
duced,  or  manufactured  in  the  United  States. 

(b)  The  Ck)ntTactor  agrees  that  there  will 
be  delivered  under  ^  this  contract  only 
domestic  source  end  products,  except  end 
products: 

(i)  Which  are  for  use  outside  the  United 
States; 

(11)-  Which  the  Government  determines  are 
not  mined,  produced,  or  manufactured  in  the 
United  States  in  sufficient  and  reasonably 
available  commercial  quantities  and  of  a 
satisfactory  quality; 

(ill)  As  to  which  the  Secretary  determines 
the  domestic  preference  to  be  inconsistent 
with  the  public  interest;  or 

(iv)  As  to  which  the  Secretary  determines 
the  cost  to. the  Government  to  be  unreason¬ 
able. 

j.  Sections  7.103-16  'and  7.103-20  have 
been  revised  to  conform  to  the  revised 
Standard  Form  32  or  to  the  changes 
noted  above.  Sections  7.103-16  and 

7.103-20,  as  revised,  read  as  follows; 

17.103-16  Eight-hour  law  of  1912 — 


3624  ,  ^ 

tbereln.  Failvire  of  the  parties  to  agree  to 
an  adjxistment  under  this  clause  shall  be 
deemed  to  be  a  dispute  concerning  a  ques¬ 
tion  of  fact  within  the  meaning  of  the  cla\ise 
of  this  contract  entitled  “Disputes.**  Pend¬ 
ing  agreement  on,  or  determination  of.  any 
such  adjustment  its  effective  date,  the 
Contractor  shtdl  continue  i)erformance. 

(d)  Notwithstanding  any  other  provision 
of  thin  clause,  any  price  adjustment  under 
t.Ma  clause  shall  be  subject  to  the  following 
liihltations: 

(i)  There  shall  be  no  adjustment  for  sup¬ 
plies  whose  production  cost  is  not  affected 
b^  a  change  in  the  rates  of  pay  for  labor  or 
imlt  prices  for  materials  set  forth  in  the 
Sch^ule; 

"(11)  There  shall  be  no  adjiistment  other 
than  for  Increases  or  decreases  in  the  rates 
of  pay  for  labor  or  unit  prices  for  materials 
set  forth  in  the  Schedule; 

(ill)  There  shall  be  no  adjustment  for  any 
Increase  or  decrease  in  the  quantities  of  labor 
or  materials  set  forth  in  the  Schedule  for 
each  item  to  be  delivered  hereunder; 

(iv)  No  upward  adjustment  shall  apply  to 
supplies  which  were  required  by  the  con¬ 
tract  delivery  schedule  to  be  delivered  prior 
to  the  effective  date  of  the  adjustment,  un¬ 
less  the  Contractor’s  failure  to  deliver  sup¬ 
plies  in  accordance  with  the  delivery  sched¬ 
ule  results  from  causes  beyond  the  control 
and  without  the  fault  or  negligence  of  the 
Contractor  within  the  meaning  of  the  clause 
of  this  contract  entitled  “Default,”  in  which 
case  the  contract  shall  be  amended  to  make 
an  equitable  extension  of  the  delivery 
schedule; 

(V)  Except  as  provided  in  (e)  below,  there 
shall  be  no  adjustment  for  any  change  in 
rates  of  pay  for  labor  or  unit  iH'ices  for  ma¬ 
terials  which  would  not  result  in  a  net 
change  of  at  least  three  percent  of  the  then 
_ current  total  contract  price;  and 

(Vi)  There  shall  be  no  adjustment  upward 
which  would  cause  any  adjusted  contract 

unit  price  to  exceed _ perc^t  of  the 

corresponding  original  contract  unit  price. 

(e)  If,  after  delivery  of  the  last  unit  called 
.  for  by  this  contract,  either  i>arty  requests 

negotiation  pursuant  to  (c)  above,  the  lim¬ 
itations  of  (d)  (v)  shall  not  apply. 

(f )  The  final  invoice  submitted  under  this 
contract  shall  include  a  certification  that 
the  Contractor  has  not  experienced  a  de¬ 
crease  in  rates  of  p>ay  for  labor  or  unit  prices 
for  materials  set  forth  in  the  Schedule  or 
that  it  has  given  notice  of  all  such  decreases 
in  compliance  with  (b)  above. 

(g)  The  Contracting  Officer  may  examine 
the  Contractor’s  books,  records,  and  other 
supi>orting  data  relevant  to  the  costs  of  labor 
and  materials  during  all  reasonable  times 
until  three  years  afto:  final  payment  under 
this  contract. 

6.  Sections  7.203-2  and  7.203-5  (a) 
and  (b)  have  been  revised  to  conform  to 
the  revised  Stand^ird  Form  32. 

§  7.203-2  Changes, 

CHANGES 

The  Contracting  Officer  may  at  any  time, 
by  a  written  order,  and  without  notice  to  the 
sureties,  if  any,  make  changes,  within  the 
general  scop>e  of- this  contract,  in  any  one  or 
more  of  the  following:  (i)  drawings,  de¬ 
signs,  or  sp>ecifications,  where  the  supplies  to 
be  fiirnlshed  are  to  be  8p}ecially  manu¬ 
factured  for  the  Government  in  accordance 
therewith;  (ii)  method  of  shipment  or  pack¬ 
ing;  (ill)  place  of  delivery;  and  (iv)  the 
amount  of  Oovemment-fwnished  prop>erty. 
If  any  such  change  causes  an  increase  or 
decrease  in  the  estimated  cost  of,  or  the  time 
required  for  the  performance  of  any  part  of 
the  work  under  this  contract,  whether 
changed  or  not  changed  by  any  such  order, 
or  otherwise  affects  any  other  provision  of 
this  contract,  an  equitable  adjustment  shall 
be  made  (1)  in  the  estimated  cost  or  delivery 
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schedule,  or  both,  (li)  in  the  amount  of  any 


be  provided  In  the  Schedule)  after 
fixed  fee  to  be  p>ald  to  the  Contractor,  and  ceptance  of  the  supplies  or' lots  iw 
(lii)  in  such  other  provlsi^DM  of  the  cont^t  plies  last  delivered  in  accorcW 
as  may  be  so  affected,  and  the  contract  shall  JV  -oniiit.omor.fo  nv  fu;-  T™*  ^ 
m  ttn-ifino.  ooonrHitioiit  Amt  rcquircments  of  this  contract  fv! 


be  modified  in  writing  accordingly.  Any  contract,  Qw 

claim  by  the  Contractor  for  adjustment  Govcmmem  may  req^e  the  Contnwt* 
imder  this  clause  must  be  asserted  within  votnoHw  hw  onrroofinr.  - - - 


thirty  (30)  days  from  the  day  of  receipt  by 
the  Contracted:  of  the  notification  of  change: 
Provided,  however.  That  the  Contracting  Offi¬ 
cer,  if  he  decides  that  the  facts  justify  such 
action,  may  receive  and  act  up>on  any  such 
claim  asserted  at  any  time  prior  to  final  pay¬ 
ment  under  this  contract.  Failure  to  agree  to 
any  adjustment  shall  be  a  dispute  concern¬ 
ing  a  question  of  fact  within  the  meaning 
of  the  clause  of  this  contract  entitled  “Dis¬ 
putes.”  However,  nothing  in  this  clause  shall 
excuse  the  Contractor  from  proceeding  with 
the  contract  as  changed.  • 


In  the  foregoing  clause,  the  period  of 
“thirty  (30)  days”  within  which  any 
claim  for  adjustment  must  be  asserted 
may  be  varied  in  accordance  with  De¬ 
partmental  procedures. 

In  the  interest  of  economy,  the  Gov¬ 
ernment  has  a  basic  respionsibility  fully 
to  utilize  its  propjerty.  Consistent  there¬ 
with  the  Government  has  reserved  the 
right  in  the  above  clause  to  make  changes 
in  the  amoimt  of  Crovemment-fumished 
property,  including  the  right  to  increase 
the  amount  of  C3K)vemment-furnished 
property.  Prior  to  exercising  the  right 
to  increase  the  amount  of  Government- 
furnished  propierty,  contracting  officers 
will  consider  fully  any  inequities  which 
may  result  to  the  contractor  as  against 
the  net  benefits  which  may  accrue  to  the 
Government. 


§  7.203-5  Inspection  of  supplies  and 
correction  of  defects,  (a)  All  supplies 
(which  term  throughout  this  clause  in¬ 
cludes  without  limitation  raw  materials, 
components,  intermediate  assemblies, 
and  end  products)  shall  be  subject  to 
inspection  and  test  by  the  government, 
to  the  extent  practicable  at  all  times  and 
places  including  the  period  of  manufac¬ 
ture,  and  in  any  event  prior  to  accept¬ 
ance.  The  Contractor  shall  provide  and 
maintain  an  inspection  system  accept¬ 
able  to  the  Government  covering  the 
supplies,  fabricating  methods,  and  spe¬ 
cial  tooling  hereunder.  The  Govern¬ 
ment,  through  any  authorized  represent¬ 
ative,  may  inspect  the  plant  or  plants  of 
the  Contractor  dr  of  any  of  its  subcon¬ 
tractors  engaged  in  the  performance  of 
this  contract.  If  any  inspection  or  test 
is  made  by  the  Government  on  the  prem¬ 
ises  of  the  Contractor  or  a  subcontractor, 
the  Contractor  shall  provide  and  shall 
require  subcontractors  to  provide  all 
reasonable  facilities  and  assistance  for 
the  safety  and  convenience  of  the  Gov¬ 
ernment  inspectors  in  the  performance 
of  their  duties.  All  inspections  and  tests 
by  the  Government  shall  be  performed 
in  such  a  manner  as  will  not  imduly 
delay  the  work.  Ebccept  as  otherwise  pro¬ 
vided  in  this  contract,  acceptance  of  any 
supplies  or  lots  of  supplies  shall  be  made 
as  promptly  as  practicable  after  delivery 
thereof  and  shall  be  deemed  to  have  been 
made  no  later  than  sixty  (60)  days  after 
the  date  of  such  delivery,  if  acceptance 
has  not  been  made  earlier  within  such 
period. 

(b)  At  any  time  during  performance 
of  this  contract,  but  not  later  than  six 
(6)  months  (or  such  other  period  as  may 


to  remedy  by  correction  or  rej  „ 
as  directed  by  the  Contracting 
any  supplies  or  lots  of  supplies  which^ 
the  time  of  delivery  thereof  are  defe^ 
tive  in  material  or  workmanshin  » 
otherwise  not  in  conformity  with  the 
quirements  of  this  contract.  Except  u 
otherwise  provided  in  paragraph  (c)  2 
this  section,  the  cost  of  any  such  repUc^ 
ment  or  correction  shall  be  included  in 
Allowable  Cost  determined  as  provided 
in  the  clause  of  this  contract  entitle 
“Allowable  Cost,  Fixed  Fee  and 
ment,”  but  no  additional  fee  C 
payable  with  respect  thereto.  Such  sup. 
plies  or  lots  of  supplies  shall  not  be  tea. 
dered  thereafter  for  acceptance  imifu 
the  former  requirement  of  correcuoSttb 
disclosed.  If  the  Contractor  fails  to 
proceed  with  reasonable  promptness  to 
replace  or  correct  such  supplies  or  loti 
of  supplies,  the  (government  (1)  may 
contract  or  otherwise  replace  or  correct 
,such  supplies  and  charge  to  the  Contra^ 
tor  any  increased  cost  occasioned  the 
Government  thereby,  or  may  reduce  any 
fixed  fee  payable  tmder  this  contract  (or 
require  repayment  of  any  fixed  fee  there, 
tofore  paid)  in  such  amount  as  may  be 
equitable  under  the  circumstances,  or 

(2)  in  the  case  of  supplies  not  delivered, 
may  require  the  delivery  of  such  sup. 
plies,  and  shall  have  the  right  to  reduce 
any  fixed  fee  payable  under  this  contract 
(or  to  require  repayment  of  any  fixed  fee 
theretofore  paid)  in  such  amount  as  may 
be  equitable  under  the  circumstances,  or 

(3)  may  terminate  this  contract  for  ik. 
fault  as  provided  in  the  clause  of  thh 
contract  entitled  “Termination.”  Pail, 
ure  to  agree  to  the  amount  of  any  such 
increased  cost  to  be  charged  to  the  Coo* 
tractor  or  to  such  reduction  in,  or  repay, 
ment  of,  the  fixed  fee  shall  be  a  dispute 
concerning  a  question  of  fact  within  the 
meaning  of  the  clause  of  this  contract 
entitled  “Disputes.” 


(* 

look 

pirti 


7.  Section  7.204-17  has  been  added  ai 
follows: 

§  t.204-17  Cargo  preference  act.  In 
accordance  with  the  requirements  of 
§  1.309  (d)  (a)  of  this  subchapter,  insert 
one  of  the  contract  claiises  set  forth 
therein  as  appropriate. 

SITBPART  n— CLAUSES  FOR  COST  REIMBTTISI' 
MENT  ’TYPE  RESEARCH  AND  DEVELOPMOR 
CONTRACTS 


A  modification  of  the  Records  clause 
is  §  7.203-7  for  use  in  cost-reimbune* 
ment  type  contracts  with  educatioiud  in* 
stitutions  for  experimental,  developmen* 
tal  or  research  work  without  fee  or  profit, 
has  been  set  forth  as  a  new  clause  in 
§  7.403-8.  This  clause  was  developed 
with  the  Comptroller  General’s  concur* 
rence. 

§  7.403-8  Records.  The  followlm 
clause  shall  be  inserted  in  all  cost-reim* 
bursement  type  contracts  entered  into 
with  educational  institutions  for  expat- 
mental,  developmental  or  research  work 
without  fee  or  profit: 


i,  May  27,  1958 

ttCOBDS,  TTMIVERSITIES 

' 

he  Contractor  agrees  to  maintain 
ds,  documents  and  other  evidence 
o  the  costs  and  expenses  of  this 
erelnafter  collectively  called  the 
»  the  extent  and  In  such  detail 
>erly  reflect  all  net  coets.  direct 
of  labor,  materials,  equipment 
1  services,  and  other  costs  and 
whatever  nature  for  which  relm- 
s  claimed  under  the  provisions 
fact*  ^he  Contractor’s  account* 
es  and  prMtices  shall  be  sublect 

oyal  of  . Provided. 

at  no  material  change  will  be 
je  made  in  the  Contractor’s  ac- 
xsedures  and  practices  if  they 
generally  accepted  accounting 
1  If  the  costs  properly  applicable 
tract  are  readily  ascertainable 

jntractor  agrees  to  make  avail- 
office  of  the  Contractor  at  all 
mes  during  the  period  set  forth 
tph  (4)  below  any  of  the  records 
k.  audit,  or  reproduction  by  anv 
presentative  of  the  Department 
ptroller  General, 
event  the  Comptroller  General 
duly  authorized  representatives 
lat  his  audit  of  the  amounts 
ader  this  contract  as  transnor- 
5  will  be  made  at  a  place  other 
e  of  the  Contractor,  the  Con- 
to  deliver,  with  the  reimburse- 
•  covering  such  charges  or  as 
vise  specifled  within  two  vears 
sement  of  charges  covered  bv 
5her,  to  such  representative  as 
ated  for  that  purpose  through 
ach  documentary  evidence  in 
mspoctation  costs  as  may  be 
le  Comptroller  General  or  anj 
ithorized  representatives.  ^ 
ror  documentary  evidence  de- 
Government  pursuant  to  sub- 
above,  the  Contractor  shall  : 
ml^e  available  its  records  for  a  ' 
rears  (unless  a  longer  period  ] 
dded  by  applicable  ItatSte  S 

contract)  from  , 

^  tote  of  the  voucher  or  Invoice  submit^ 

^  toe  jntractor  after  the  completion  of 
during  any  separate  period 
S  ^  established  by  this  coStra^ 

Mby  any  amendment  or  supplemental 
•greement.  without  regard  to  form&  S  sub  I 

r  performance?  Pr"  Wed  c 

'  records  which  relate  to  (Al'  r 

contract  en-  r 
SJ  Disputes,”  (B)  litigation  or  thrset-  ® 
ttonent  of  claims  arising  out  of  the  nerfnrm  ® 
this  contract,  or  (C)  costs  or  SpenS;  « 
^  which  exception  has  ® 
Comptroller  General  or  C 

•hil  to  representatives,  s< 

to,  retained  by  the  Contractor  until  a 

Iw  event  for  ^ 

six-year  period  mentioned 
provided  further.  That  if  the 

‘l^stroy  any  rwoSs 

JoSher^?  *1  ®  tl^e  date  of  the 

completion  ^  ^®  after  the 

t^?o?  tS®  performed  during 

established  bv  th?c  of  performance 

Btenfa  an#«  ^  this  contract  and  all  amend-  f/ 

Wikh  voucS^^®^®“^®^  agreements  thereto,  th 
“completion  Invoice  shall  be  designated  pi 
vSS?  ”  ?f,  ““mpletlon  iS  S 

CoPtoactinrSm/^  ^itten  notice  to  the  to 

General  ^*'®  Comptroller  at 

wcords  whlSi  It  ®P®®*fyf“»  any  to 

expiration  of  00  to  destroy  after  the  (i 

notice,  and  ^haU  *^®  *‘®®®^Pt  of  such  ea 

‘«ther\hrco^?^i/.t?'“  ^®®or<i-  which  .y 
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and  the  records  described  in  the  proviso  of 

other  authentic  reproductions  of  such  ree 
ords.  after  the  expiration  of  two  ?eS  fS" 
lowing  the  last  day  of  the  mon?h^o?reto' 

1^-  to  which  such  records  relate  nn 

^ntwtlng  Officer  with  the  concurrei^  of 

Ited  °e“‘“*‘  " 

ihifu'mS'  : 

wyaf '•  to  and  lS5  in  Sh  fuheon!  ’ 

how  bis  ®’  ‘^®-®“d-materlal  or  labor-  ] 
(b)  The  Contractor  further  aareen  +r»  « 

?thS  th  °f  subcontracts^ereundM-'  1 
wef  ^  "^°®®  ®®^  subpiag^Sh 

(a)  (6)  above,  a  provision  to  the  ^ect  that  ‘ 

®e«®®  that  tof  coip-  < 

troller  General  or  the  Department,  or  Tnv  f 
shall  ^untn^lh  ^^f'^^nized  representatives  C 

r^Tpe^cK-thl  e^^'nS?  [ 
STrtfneTh'<SU‘|- -Srp-^5 

«*cludes  (1)  purchase  il 
orders  not  exceeding  $1,000  and  n 

pucaoiiity  to  the  general  public.  ^ 


t?acte  con- 

Department  of  the  Army 

^  Department  of  the  Air  Pore/ 
Contracting  Officer  ”  and 
f^Gfitracts  of  the  Department  of 
the  Navy,  the  words  “the  CoMrwTTudrt 
avision  Of  the  ComptroUer  of  t^Na??” 
In  the  space  designated  by  an  asteSk 

*  J  • 

SUBPART  E-— CLAUSES  FOR  PERSONAL 
SERVICES  CONTRACTS 

Section  7.503-2  has  been  revised  to 
provide  that  contractors  need  no  longer 
certify  vouchers  or  invoices  as  to  correct- 

eSrier? ^/ther^”"^  nonpayment,  but  that 
carriers,  other  corporations  or  agencies 

or  person  furnishipg  transportation  and’ 
accessorial  services  to  the^v/rin^? 

execute  the  certificates 
contamed  on  the  standard  forms  pre- 
serffied  by  Comptroller  General,  in  Title 
Federal  Regulations,  §§7  6 
and  9.1.  Section  7.503-2,  as  revised 
reads  as  follows:  cviseu, 

§  7.503  Required  clauses.  •  •  * 

§  7.503-2  Payments. 

PAYMENTS 


:  *’*“  Data,  un.  Coptmsbi, 

SUBPART  A — PATENTS 

deleted  and  is 

nowr^rved.  Sections  9.102  0^9 
have  been  modified  to  make  use  of  the 
clause  optional  in  contracts  regardless  of 
amount  rather  than  i^datoS^  ^n! 

Us^to  prohibited  from 

^e  in  contracts  under  $5,000  as  hereto. 
f°«-  ^section  8.107-3  hasKn“eS£ 
projects  within  a  con- 
oo^^i  ®  ^**®Pfndent  research  program 
as  well  as  specific  product  improvement 
programs.  Section  9.107^3 

patent  rights  not  authorized  by  §  §  9  107-1 
though  8.107-3.  Section  81ot”  hw 

the  rights  of  the 
Governinent  in  connection  with  releasing 
manitfacturing  Instructions  to  commS? 

fltmf  for  the  purpose  of  prSw 
^d  marketing,  in  competition  with  the 
toventor  of  the  item  or  the  i^^t^! 
commercial  licensee’s  items  r^S^by 
the  general  public  for  civilian  defense 

purposes.  Other  changes  in  this  subn^ 
involve  amendments  to  specifically  des- 
ig^te  certain  paragraphs  which  are  an. 
plicable  <^y  to  contracts  to  be  performed 
within  the  United  States  and  certain 
other  paragraphs  Which  are  applicable 
^  performed  outside 
^  States.  Wherever  the  phrase 
the  United  States,  its  Territories  or 
P^pions.”  is  used,  the  woSs  »^erS 
I^co  have  been  added  in  view  of  the 

Daw  1028,  84th  Congress.  Subpart  A  as 
revised,  reads  as  follows: 


*ltoer  the  remin  any  records  which 

trouS  OfRcer  or  the  Comp- 

Oayi  afS  reii’r^^  ^^hln  90 

•Quires  to  Contractor’s  notice, 

period  of  time.  ®^**'®‘*  ®  further  s^clfled 

No.  104 - 3 


ront^f ^^®  ®®*''^i®®s  performed  by  the 
jntractor,  as  set  forth  in  the  Schedim  of 
this  contract,  shall  be  made  at  the  rates 
prescribed,  upon  the  submission  by  the  Cton- 

It  ‘??®®*'  ^«signated  herein  and 

J?!  i^®  P^'o^Wed  for  herein.  In  addition 
*?®  ^ritractor  shall  be  paid 
each  dll  ?il®?7*^i®  “®"  subsistence^ for* 

Iw/v  f?Jm  hi^”  *®  status 

^°“®  >^®g«iar  place  of  em- 
goyment  in  accordance  with  Standardl^ 
Regulations  as  auSS- 
Iz^  In  appropriate  Travel  Orders;  and  (11) 
such  other  transportation  expenses  as  mav 
be  provided  for  in  the  Schedule.  ^ 


Sec. 

9.100 

9.101 

9.102 

9.102- 1 

9.102- 2 


9.103-1 


9.103-2 


9.103- 3 

9.103- 4 

9.104 

9.105 

9.106 
9.106-1 


9.107- 1 

9.107- 2 

9.107- 3 

9.107- 4 

9.107- 6 

9.108 

9.109 

9.110 
9.110-1 


Scope  of  Bubpart. 

[Reserved.] 

Authorization  and  consent. 
Authorization  and  consent  In  con¬ 
tracts  for  supplies.  s 

Authorization  and  consent  In  con- 
meS*  ^■Bsearch  or  develop- 

Patent  Indemnification  of  Govern¬ 
ment  by  contractor. 

Patent  todemnlflcatlon  in  formally 
^vertised  contracts;  commercial 
status  predetermined. 

Patent  todemniflcatlon  In  formaUy 
advertised  contracts;  commercial 
status  not  predetermined. 

Patent  indemnifleation  in  negoti¬ 
ated  contracts.  ^ 

Waiver  of  Indemnity  by  the  Govern- 
ment.  ^ 

Notice  and  assistance. 

Processing  of  infringement  claims. 
Classlfled  contracts.  • 

Classified  contracts  to  be  performed 
outside  the  United  States. 

Patent  rights  under  contracts  In- 
volvlng  research  or  development 
License  rights. 

Contracts  relating  to  atomic  energy. 
Patent  license  rights  under  product 
improvement  programs  or  Inde¬ 
pendent  research  programs. 

Patent  rights  not  to  be  obtained. 
Contracts  relating  to  civil  defense. 
Patent  rights  under  contracts  ft* 
personal  services. 

Pollowup  of  patent  rights. 

Reporting  of  royalties. 

Approved  f^m  of  royalty  report. 
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Se& 

9.110-2  Rep<»‘ttng  of  roTiatles  In  contracts 
to  bc  peilonned  outside  the 
United  States. 

9.111  Adjustment  of  royalties. 

9.112  [Reserved.] 

AoTBoamr:  iS  9.100  to  9.112  issued  under 
R.  S.  101.  sec.  2202.  70A  Stat.  120;  5  U.  S.  C. 
22.  lOU.S.C.  2202. 

§  ^100  Scope  of  subpart.  This  sub¬ 
part  prescribes  contract  clauses  and  in¬ 
structions  which  define  and  implement 
the  policy  of  the  Department  of  Defense 
with  respect  to — 

(a)  Inventions  relating  to  experi¬ 
mental,  developmental,  or  reseArch  work 
pe^ormed  under  Government  contracts. 

(b>  Patent  infringement  liability  re¬ 
sulting  from  work  performed  under  Gov¬ 
ernment  contracts. 

(c)  Patent  rojralties  payable  in*  con¬ 
nection  with  the  performance  of  Govern¬ 
ment  contracts. 

(d)  Security  requirements  covering 
patent  applications  containing  classified 
subject  matter  filed  by  contractors. 

§  9.101  [Reserved.]  ^ 

S  9.102  ■  Authorization  and  consent. 
(a)  Under  28  U.  S.  Code  1498,  any  suit 
for  infringement  of  a  patent  based  on  the 
niAnufacture  or  use  of  a  patented  inven¬ 
tion  for  the  Government  by  a  contractor 
or  by  a  subcontractor  (including  lower- 
tier  subcontractors)'' can  be  maintained 
only  against  the  ^^ovemment  in  the 
Court  of  Claims,  and  not  against  the 
contractor  or  subcontractor,  in  those 
cases  where  the  Government  has  author¬ 
ized  or  consented  to  the  manufacture  or 
use  of  the  patented  invention.  Accord¬ 
ingly,  in  order  that  work  by  a  contractor 
or  subcontractor  under  a  Government 
contract  may  not  be  enjoined  by  reason 
of  patent  infringement,  authorization 
and  consent  shall  be  given  as  herein  pro¬ 
vided.  The  liability  of  the  Government 
for  damages  in^any  such  suit  against  it 
may,  however,  ultimately  be  borne  by 
the  contractor  or  subcontractor  in  ac¬ 
cordance  with  the  terms  of  any  patent 
indemnity  clause  also  included  in  the 
contract,  and  an  authorization  and  con¬ 
sent  clause  does  not  detract  from  any 
patent  indemnification  commitment  by 
the  contractor  or  subcontractor.  There¬ 
fore,  both  a  patent  indemnity  clause  and 
an  authorization  and  consent  clause 
may  be  included  in  the  same  contract. 

(b)  An  authorization  and  consent 
clause  shall  not  be  used  in  contracts 
where  both  performance  and  delivery  are 
to  be  outside  the  United  States,  its  Ter¬ 
ritories.  its  possessions,  or  Puerto  Rico, 
unless  the  contract  indicates  that  the 
supplies^re  ultimately  to  be  shipped 
into  the  United  States,  its  Territories, 
its  possessions,  or  Puerto  Rico,  in  which 
case  the  instructions  of  S§  9.102-1  and 
9.102-2  are  applicable. 

§  9.102-1  Authorization  and  consent 
in  contracts  for  supplies.  The  contract 
clause  set  forth  below  may  be  included 
'  in  all  contracts  for  supplies  (including 
construction  work) ,  except  that  it  shall 
not  be  used: 

(a)  When  prohibited  by  S  9.102  (b) ;  or 

(b)  In  contracts  exclusively  for  ex¬ 
perimental,  developmental,  or  research 
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work  which  are  subject  to  the  provisions 
of  i  9.102-2. 

AOTHOBISATION  AND  CONSENT 

The  Government  hereby  gives  Its  author¬ 
ization  and  consent  (without  prejudice  to  its 
rights  of  indemnification,  if  such  rights  are 
provided  for  in  this  contract)  for  all  use  and 
manufacttire,  in  the  performance  of  this  con¬ 
tract  or  any  part  hereof  or  any  amendment 
hereto  (»  any  subcontract  here\inder  (in¬ 
cluding  any  lower-tier  subcontract),  of  any 
patented  invention  (i)  embodied  in  the 
structure  or  composition  of  any  article  the 
delivery  of  which  is  accepted  by  the  Gov¬ 
ernment  under  this  contract,  or  (ii)  utilized 
in  the  machinery,  tools,  or  methods  the  use 
of  which  necessarily  results  from  compliance 
by  the  Contractor  or  the  vising  subcontractor 
with  (a)  specifications  or  written  provisions 
now  or  hereafter  forming  a  part  of  this 
contract,  or  (b)  specific  written  instructions 
given  by  the  Contracting  Officer  directing  the 
manner  of  performance.  The  Contractor’s 
entire  liability  to  the  Government  for  patent 
infringement  shall  be  determined  solely  by 
the  provisions  of  the  indemnity  clause.  If 
any,  included  in  the  contract  and  the  Gov¬ 
ernment  assumes  liability  for  all  other  in¬ 
fringement  to  the  extent  of  the  authoriza¬ 
tion  and  consent  hereinabove  granted. 

§  9.102-2  Authorization  and  consent 
in  contracts  for  re^arch  or  development. 
Greater  latitude  in  the  use  of  patented 
inventions  is  to  be  allowed  in  a  contract 
for  experimental,  developmental,  or  re¬ 
search  work  than  in  a  contract  for  sup¬ 
plies.  Unless  prohibited  by  §  9.102  (b) , 
the  clause  set  forth  below  shall  be  in¬ 
cluded  in  all  contracts  calling  exclusively 
for  experimental,  developmental,  or  re¬ 
search  work,  and  may  be  included  in  con¬ 
tracts  calliiig  for  both  supplies  and  ex¬ 
perimental,  developmental,  or  research 
work.  If  the  clause  set  forth  below  is 
included  in  a  contract,  the  clause  in 
§  9.102-1  shall  not  be  included. 

AUTHOBIZAnON  AND  CONSENT 

The  Government  hereby  gives  its  authori¬ 
zation  and  consent  for  all  use  and  manu¬ 
facture  of  any  patented  invention  in  the 
performance  of  this  contract  or  any  part 
hereof  or  any  amendment  hereto  or  any 
subcontract  hereunder  (inciuding  any  lower- 
tier  subcontract) . 

§  9.103  Patent  indemnification  of 
Government  by  contractor.  In  order 
that  the  Government  may  be  reimbursed 
for  liability  for  patent  infringement 
arising  out  of  or  resulting  from  the  per¬ 
formance  of  constructipn  contracts  or 
contracts  for  supplies  which  normally 
are  or  have  been  sold  or  offered  for  sale 
to  the  public  in  the  commercial  open 
market,  or  which  are  the  same  as  such 
supplies  with  a  relatively  minor  modifi¬ 
cation  thereof,  clauses  providing  for  in¬ 
demnification  of  the  (government  are  to 
be  included  in  such  contracts  in  accord¬ 
ance  with  the  instructions  preceding  the 
clauses  set  forth  below.  A  patent  in¬ 
demnity  clause  shall  not  be  used  in  con¬ 
tracts  under  the  following  circum¬ 
stances: 

(a)  Where  the  contract  is  for  supplies 
which  clearly  are  not  or  have  not  been 
sold  or  offered  for  sale  to  the  public  in 
the  commercial  open  market.  However, 
even  in  the  foregoing  instance,  a  patent 
indemnity  clause  may  be  Included  where 
(1)  in  the  case  of  contracts  to  be 
awarded  by  formal  advertising  it  is  de¬ 


sired  to  obtain  an  Indemnity  as  to  com  « 
ponents  and  spare  parts  so  sold  w  3*  f 
fered  for  sale,  in  which  case  the  daSl  ' 
In  §  9.103-2  may  be  used;  or  (2)  in  S! 
case  of  contracts  to  be  awarded  either^ 
formal  advertising  or  negotiation,  a 
ent  owner  contends  that  the  prospe^ 
procurement  would  infringe  ^  paw 
and  the  low  bidder  or  offeror  is  wilSi 
to  indemnify  the  Government  as  to  rS 
patent  without  increase  in  price  on^ 
basis  that  the  patent  is  invalid  or  not 
infringed,  or  for  other  good  reasons*  or 

(b)  Where  both  performance  and  de¬ 
livery  are  to  be  outside  the  United  States 
its  Territories,  its  possessions,  or  Pu^ 
Rico,  unless  the  contract  indicates  that 
the  supplies  are  ultimately  to  be  shipped 
into  the  United  States,  its  Territories  ttj 
possesffions,  or  Puerto  Rico,  in  which 
case  the  instructions  of  §§  9.103-1, 9.103- 
2,  or  9.103-3  are  applicable;  or 

(c)  Where  the  contract  is  for  an 
amount  of  $5,000  or  less,  except  that,  ai 
a  matter  of  administrative  conveni^ 
the  clause  need  not  be  deleted  where  it 
is  a  part  of  a  standard  form  being  used 
for  contracts  of  $5,000  or  less,  since  it  is 
self -deleting  as  to  such  contracts. 

§  9.103-1  Patent  indemnification  in 
formally  advertised  contracts:  com¬ 
mercial  status  predetermined,  (a)  Ex. 
'^cept  as  prohibited  by  §  9.103,  the  clauie 
set  forth  below  is  appropriate  in  formally 
advertised  construction  contracts  and 
shall  be  included  in  formally  advertised 
contracts  for  supplies  when  it  has  been.^ 
determined  in  advance  of  issuing  the  in-' 
vitation  for  bids  that  Uie  supplier  (or 
such  supplies  apart  from  relatively  mi. 
nor  modifications  to  be  made  thereto) 
normally  are  or  have  been  sold  or  offered 
for  sale  by  any  supplier  to  the  public  in 
the  commercial  open  market. 

PATENT  INDEMNITY  (PREDETEBMlIfZO) 

If  the  amount  of  this  contract  Is  in  excem 
of  $5,000,  the  Contractor  shall  Indemnify 
the  Government  and  Its  officers,  agents,  and 
employees  against  liability,  including  costs, 
for  infringement  of  any  United  States  letten 
patent  (except  letters  patent  issued  upon  an 
application  which  is  now  or  may  hereaftsr 
be  kept  secret  or  otherwise  withheld  from 
issue  by  order  of  the  Government)  arising 
out  of  the  manufacture  or  delivery  of  sup¬ 
plies  or  out  of  donstructlon,  alteration,  mo(U- 
fication,  or  repair  of  real  property  (herein¬ 
after  referred  to  as  “construction  wodL”) 
under  this  contract,  or  out  of  the  use  or  dla- 
posal  by  or  for  the  account  of  the  Oovem- 
ment  of  such  supplies  or  construction  week. 
The  foregoing  indemnity  shall  not  apply  un¬ 
less  the  Contractor  shall  have  been  informed 
as  soon  as  practicable  by  the  Government  at 
the  suit  or  action  aUeging  such  inlrlng»;i 
ment,  and  shall  have  been  given  such  oppor¬ 
tunity  as  is  afforded  by  applicable  laws,  ruki, 
or  regulations  to  participate  in  the  dtfenai 
thereof;  and  further,  such  indemnity  ehsU 
not  apply  if:  (1)  the  infringement  results 
from  compliance  with  specific  written'  in¬ 
structions  of  the  Contracting  Officer  direct¬ 
ing  a  change  in  the  supplies  to  be  delivered 
or  in  the  materials  or  equipment  to  be  used, 
or  directing  a  manner  of  performance  of  tbe 
contract  not  normally  used  by  the  Contrac¬ 
tor;  or  (ii)  the  infringement  results  from  tbs 
addition  to,  or  change  in,  the  suppU^s  fur¬ 
nished  or  construction  work  performed, 
which  addition  or  change  was  made  subse¬ 
quent  to  delivery  or  performance  by  tbs 
Contractor;  or  (ill)  the  claimed  infringe¬ 
ment  is  settled  without  the  consent  of  the 


FEDERAL  REGISTER 


3627 


/,  May  27,  1958 


unless  required  by  final  decree 
1  of  competent  Jurisdiction. 

rt))  Certain  supply  contracts  call  only 

^  lor  items  which  normally  are  or 
li^been  sold  or  offered  for  sale  by  any 
Seller  to  the  public  in  the  commercial 
market,  or  such  items  with  rela- 
S  minor  modifications.  For  the  pur- 
-  n^oi  excluding  from  patent  indemnifi- 
^on  such  specific  items  as  normally  are 
^or  have  not  been  sold  or  offered  for 
^  by  any  supplier  to  the  public  in  the 
^mercial  open  market,  the  following 
jffltmce  may  be  added  to  the  end  of  the 
^me  set  forth  in  paragraph  (a)  of  this 
lection: 

Itje  foregoing  shall  not  apply  to  the  follow- 
Woontrsct  items ; 

(UBtthe  items  to  be  excluded) 

1 0.103-2  Patent  indemnification  in 
advertised  contracts— com~ 
furdal  status  not  predetermined.  Ex¬ 
cept  as  prohibited  by  §  9.103,  the  clause 
get  forth  below  is  appropriate  in  (a) 
ftmnally  advertised  construction  con- 
tmcts  and  (b)  formally  advertised  con- 
tmcts  for  supplies  or  component  parts 
thereof  when  it  is  not  determined  in  ad- 
mnee  of  issuing  the  invitation  for  bids 
that  such  supplies  or  component  parts 
(or  such  supplies  or  component  parts 
apart  ^m  relatively  minor  modifica¬ 
tions  to  be  made  thereto)  normally  are 
or  have  been  sold  or  offered  for  sale  by 
any  supplier  to  the  public  in  the  com-, 
mereial  open  market: 


claimed  Infringement  la  settled  without  the 
consent  of  the  Contractor,  unless  required 
by  final  decree  of  a  court  of  competent 
Jurisdiction. 

§  9.103-3  Patent  indemnification  in 
negotiated  contracts.  A  patent  indem¬ 
nity  clause  is  not  required  to  be  included 
in  negotiated  contracts,  but  may  be  in¬ 
cluded  in  negotiated  construction  con¬ 
tracts  and,  except  as  otherwise  author¬ 
ized  in  §  9.103  (a)  (2),  may  be  included 
in  negotiated  contracts  for  supplies  only 
where  such  supplies  normally  are  or  have 
been  sold  or  offered  for  sale  by  the  con¬ 
tractor  to  the  public  in  the  commercial 
open  market,  or  are  such  supplies  with 
relatively  minor  modifications  made 
thereto.  Ordinarily,  it  should  be  quite 
feasible  for  the  contracting  officer  to  de¬ 
termine,  in  consultation  with  the  con¬ 
tractor,  whether  the  supplies  being  pur¬ 
chased  normally  are  on  sale  or  have 
been  sold  or  offered  for  sale  by  the  con¬ 
tractor  to  the  public  in  the  commercial 
open  market. 

(a)  Subject  to  the  foregoing  and  to  the 
prohibitions  in  §  9.103,  the  clause  set 
forth  in  §  9.103-1  (a)  is  approved  for  use 
in  negotiated  contracts  for  construction 
work  or  supplies. 

(b)  Certain  supply  contracts  call  only 
in  part  for  items  which  normally  are  or 
have  been  sold  or  offered  for  sale  by  the 
contractor  to  the  public  in  the  com¬ 
mercial  open  market,  or  such  items  with 
relatively  minor  modifications.  For  the 
purpose  of  excluding  from  patent  in- 


P&TENT  mOEMNITT  (NOT  PREDETERMINED) 

If  the  amount  of  this  contract  is  in  excess 
of  $5,000,  the  C!ontractor  shall  indemnify  the 
government  and  its  officers,  agents,  and  em¬ 
ployees  against  liability,  including  costs,  for 
infringement  of  any  United  States  letters 
patent  (except  letters  patents  Issued  upon 
an  application,  which  is  now  or  may  hereafter 
be  kept  secret  or  otherwise  withheld  from 
luue  by  order  of  the  Government)  arising  out 
(tf  the  manufacture  or  delivery  of  supplies 


demnification  such  specific  items  as 
normally  are  not  or  have  not  been  sold 
or  offered  for  sale  by  the  contractor  to 
the  public  in  the  commerical  open 
market,  the  following  sentence  may  be 
added  to  the  end  of  the  clause  approved 
for  use  in  paragraph  (a)  of  this  section. 

The  foregoing  shall  not  apply  to  the  fol¬ 
lowing  contract  items: 

(List  the  items  to  be  excluded) 


or  component  parts  thereof,  or  out  of  con- 
itructlon,  alteration,  modification,  or  repair 
of  real  property  (hereinafter  referred  to  as 
"construction  work”)  under  this  contract, 
or  out  of  the  use  or  disposal  by  or  for  the 
account  of  the  Government,  of  such  supplies, 
construction  work,  or  component  parts 
thereof,  which  supplies  or  component  parts 
either  normally  are  or  have  been  sold  or 
offered  for  sale  to,  and  which  construction 
■work  normally  is  of  a  type  performed  for, 
the  public  in  the  commercial  open  market  by 
any  supplier  on  or  before  the  date  set  for 
opening  of  bids,  or  are  such  supplies,  con- 
atruction  work,  or  component  parts  thereof, 
with  relatively  minor  modifications  made 
thereto.  The  foregoing  Indemnity  shall  not 
apply  unless  the  Contractor  shall  have  been 
informed  as  soon  as  practicable  by  the  CJov- 
emment  of  the  suit  or  action  alleging  such 
Infringement,  and  shall  have  been  given 
such  opportunity  as  is  afforded  by  applicable 
laws,  rules,  or  regulations  to  participate  in 
the  defense  thereof:  and  further,  such  in¬ 
demnity  shall  not  apply  if:  (i)  the  infringe¬ 
ment  results  from  compliance  with  specific 
J^tten  Instructions  of  the  Contracting 
Officer  directing  a  change  in  the  supplies  to 
be  delivered  or  in  the  materials  or  equipment 
to  be  used,  or  directing  a  manner  of  per¬ 
formance  of  the  contract  not  normally  used 
byjhe  Contractor;  or  (li)  the-^nfringement 
results  from  addition  to,  or  change  in,  such 
supplies  or  components  furnished  or  con¬ 
struction  work  performed  which  addition  or 
change  was  made  subsequent  to  delivery  or 
performance  by  the  Contractor;  or  (iii)  the 


§  9.103-4  Waiver  of  indemnity  by  the 
Government.  In  the  event  that  it  is  de¬ 
sired  to  exempt  one  or  more  specified 
United  States  patents  from  the  indemni¬ 
fication  provisions  of  the  preceeding 
clauses,  authority  shall  first  be  obtained 
from  the  Secretary  of  the  Military  De¬ 
partment  concerned  or  his  authorized 
representative,  and  the  following  clause 
shall  be  included  in  the  contract,  in  ad¬ 
dition  to  the  patent  indemnity  clause: 

WAIVER  OP  INDEMNITT 

Any  provision  of  this  contract  to  the  con¬ 
trary  notwithstanding,  the  Government  here¬ 
by  authorizes  and  consents  to  the  use  and 
manufacture,  solely  in  the  performance  of 
this  contract,  of  any  Invention  covered  by  the 
United  States  patents  Identified  and  listed 
below,  and  waives  indemnification  by  the 
Contractor  with  respect  to  such  patents: 
(Identify  the  patents  by  number  or  by  other 
means  if  more  appropriate) 

§  9.104  Notice  and  assistance.  The 
Government  should  be  notified  by  the 
contractor  of  all  claims  of  infringement 
in  connection  with  the  performance  of  a 
Government  contract  which  come  to  the 
contractor’s  attention.  The  contractor 
should  also  assist  the  Government,  to 
the  extent  of  information  and  evidence 
in  the  possession  of  the  contractor,  in 
connection  with  patent  litigation  arising 
out  of  or  resulting  from  the  performance 


of  the  contract.  Accordingly,  the  clause 
set  forth  below  shall  be  Included  in  all 
contracts  in  excess  of  $5,000  for  si^ffies, 
construction,  or  experimentid.  develop¬ 
mental,  or  research  work;  except  that  it 
shall  not  be  included  in  contracts — 

(a)  Where  both  performance  and  de¬ 
livery  are  to  be  outside  the  United  States, 
its  Territories,  its  possessions,  or  Puerto 
Rico,  unless  the  contract  indicates  that 
the  supplies  are  ultimately  to  be  shipped 
into  the  United  States,  its  Territories, 
its  possessions,  or  Puerto  Rico;  or, 

(b)  Of  lesser  amounts,  except  that  as 
a  matter  of  administrative  convenience, 
the  clause  need  not  be  deleted  when  it  is 
a  part  of  a  standard  form  being  used  for 
contracts  of  $5,000  or  less,  since  it  is  self¬ 
deleting  as  to  such  contracts; 

NOTICE  AND  ASSISTANCE  REGARDING  PATENT 
INFRINGEMENT 

The  provisions  of  this  clause  shall  be  ap¬ 
plicable  only  if  the  amount  of  this  contract 
is  in  excess  of  $5,000. 

(a)  The  Contractor  shall  report  to  the 
Contracting  Officer,  promptly  and  in  reason¬ 
able  written  detail,  each  notice  or  claim  of 
patent  infringement  based  on  the  perform¬ 
ance  of  this  contract  of  which  the  Contractor 
has  knowledge. 

(b)  In  the  event  of  litigation  against  the 
Government  on  account  of  any  claim  of 
patent  infringement  arising  out  of  the  per¬ 
formance  of  this  contract  or  out  of  the  use 
of  any  supplies  furnished  or  work  or  services 
performed  here'under,  the  Contractor  shaU 
furnish  to  the  Government,  upon  request,  all 
evidence  and  information  in  possession  of 
the  Contractor  pertaining  to  such  litigation. 
Such  evidence  and  information  shall  be  fur¬ 
nished  at  the  expense  of  the  Government 
except  in  those  cases  in  which  the  Contrac¬ 
tor  has  agreed  to  indemnify  the  Government 
against  the  claim  being  asserted. 

§  9.105  Processing  of  irifringement 
claims.  The  Military  Departments  shall 
process  claims  for  alleged  unauthorized 
use  of  inventions  in  accordance  with  in¬ 
structions  of  each  respective  Military 
Department. 

§  9.106  Classified  contracts.  Unau¬ 
thorized  disclosure  of  classified  subject 
matter,  whether  in  patent  applications 
or  resifiting  from  the  issuance  of  a  pat¬ 
ent,  may  be  a  violation  of  18  U.  S.  Code 
791  et  seq.  (Espionage  and  Censorship) 
and  relate  statutes  and  may  be  contrary 
to  the  interests  of  national  security.  Ac¬ 
cordingly,  except  as  otherwise  provided 
in  §  9.106-1,  the  following  clause  shall 
be  included  in  every  classified  contract 
and  in  every  unclassified  contract  which 
covers  or  is  likely  to  cover  classified  sub¬ 
ject  matter: 

FILING  OF  PATENT  APPLICATIONS 

(a)  Before  filing  or  causing  to  be  filed  a 
patent  application  disclosing  any  subject 
matter  of  this  contract,  which  subject  mat¬ 
ter  is  classified  “Secret”  or  higher,  the  Con¬ 
tractor  shall,  citing  the  thirty  (SO)  day 
provision  below,  transmit  the  proposed  ap¬ 
plication  to  the  CU)ntracting  Officer  for  deter¬ 
mination  whether,  for  reasons  of  national 
security,  such  application  should  be  placed 
under  an  order  of  secrecy  or  sealed  in  accord¬ 
ance  with  the  provisions  of  35  U.  S.  Code 
181-188  or  the  Issuance  of  a  patent  should 
be  otherwise  delayed  under  pertinent  stat¬ 
uses  or  regulations;  and  'the  Contractor  shall 
observe  any  instructions  of  the  Contracting 
Officer  with  respect  to  the  maimer  of  delivery 
of  the  patent  appUcatlon  to  the  U.  8.  Patent 
Office  for  filing,  but  the  Contractor  shall  not 
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be  denied  the  right  to  file  such  patent  ap^ 
plication.  If  the  Contracting  Officer  shall 
not  have  given  any  such  Instructions  within 
thirty  (30)  days  from  the  date  of  mailing  or 
other  transmittal  of  the  proposed  applica¬ 
tion,  the  Contractor  may  file  the  application. 

(b)  The  ContracUMT  shall  furnish  to  the 
Contracting  Officer,  at  the  time  of  or  pricM: 
to  the  time  when  the  Contractor  files  or 
causes  to  be  filed  a  patent  application  dis¬ 
closing  any  subject  matter  of  this  contract, 
which  subject  matter  is  classified  “Confiden¬ 
tial,”  a  copy  of  such  application  for  determi¬ 
nation  whether,  for  reasons  of  national  secu¬ 
rity,  such  application  should  be  placed  under 
an  order  ot  secrecy  cm:  the  issuance  of  a  patent 
shoxild  be  otherwise  delayed  under  pertinent 
statutes  cv  regulations. 

(c)  In  filing  any  patent  application  com¬ 
ing  ^thln  the  scope  of  this  clause,  the  Con¬ 
tractor  shall  observe  all  applicable  security 
regulations  covering  the  transmission  of  clas¬ 
sified  subject  matter. 

§  9.106-1  Classified  contracts  to  be 
performed  outside  the  United  States. 
The  following  clause  shall  be  included  in 
classified  contracts  where  the  work  is  to 
be  performed  out^de  ttie  United  States, 
its  Territories,  its  possessions,  or  Puerto 
Rico,  regardless  of  the  place  of  delivery: 

FILING  or  PATENT  APPLICATIONS  (FOKEIGN) 

While  and  so  long  as  any  subject  matter 
of  this  contract  is  classified  for  reasons  of 
security,  the  Contractor  shall  not  file,  or 
cause  to  be  filed,  in  any  country,  an  applica¬ 
tion  or  registration  for  a  patent  containing 
any  of  said  subject  matter  without  first  ob¬ 
taining  written  approval  of  the  Contracting 
Officer. ' 

§  9.107  Patent  rights  under  contracts 
involving  research  or  development. 

§  9.107-1  License  rights — (a)  General 
rule.  Under  any  contract  or  modifica¬ 
tion  thereof  having  experimental,  devel¬ 
opmental,  or  research  work  as  one  of 
its  purposes,  the  Government  should  re¬ 
ceive  a  royalty-free,  nonexclusive  license 
to  practice  or  have  practiced  any  iiwen- 
tions  conceived  or  first  actually  reduced 
to  practice  in  the  course  of  performing 
such  work  or  in  the  course  of  perform¬ 
ing  any  prior  experimental,  developmen¬ 
tal,  or  resean^  work  done  upon  the 
understanding  in  writing  that  a  contract 
would  be  awarded.  The  contract  cost  or 
price  should  in  no  event  be  increased 
merely  by  reason  of  the  inclusion  of  the 
Patent  Rights  clause  set  forth  in  para¬ 
graph  (c)  of  this  section. 

(b)  Exclusion  of  inventions  from  the 
license  grant.  Upon  request  of  the  con¬ 
tractor,  the  contracting  officer  shall  care¬ 
fully  consider  and  may  exclude  from  the 
grant  in  the  Patent  Rights  olause  any 
invention  covered  by  a  United  States 
patent  issued  or  application  for  patent 
filed  by  or  on  behalf  of  the  contr£u:tor 
prior  to  the  award  of  a  contract  when  he 
finds  one  or  more  of  the  following  cir¬ 
cumstances  to  be  established: 

(1)  The  contractor  has  expended  sums 
in  developing  the  invention  (as  repre¬ 
sented  by  research  and  development 
costs  and  expenses  for  preparing  and 
prosecuting  the  patent  application) 
which  are  relatively  large  in  comparison 
to  the  amount  of  the  proposed  contract 
or  such  portion  of  the  proposed  contract 
amoimt  as  can  be  allocated  in  advance 
for  ths  development  of  such  an  invention 
(in  determining  the  sums  expended  by 
the  contractor  there  shall  be  included 


only  amounts  which  can  be  allocated  to 
the  invention  which  is  to  be  excluded; 
such  sums  shall  not  include  the  entire 
cost  of  a  research  department  or  pro¬ 
gram  which  cannot  be  allocated  as  above 
provided) ; 

(2)  The  practicability  of  such  an  in¬ 
vention  has  been  established  as  by  engi¬ 
neering  design; 

( 3 )  The  invention  covers  a  basic  mate¬ 
rial  and  it  is  not  the  purpose  of  the  con¬ 
tract  to  develop  such  material; 

(4)  The  invention  is  useful  only  for 
military  purposes  and  the  contractor 
does  not  have  facilities  for  furnishing  the 
item  to  the  Government  in  production 
quantities. 

Any  inventions  to  be  excluded  from  the 
license  grant  by  reason  of  the  foregoing 
circumstances  shall  be  specifically  iden¬ 
tified  and  listed  hi  the  contract  Schedule. 

(c)  Contract  clause.  The  clause  set 
forth  below  shall  be  included  in  every 
contract  having  as  one  of  its  purposes, 
experimental,  developmental,  or  research 
work  which  is  to  be  performed  within 
the  United  ^  States,  its  Territories,  its 
possessions,  or  Puerto  Rico.  Any  such 
contract  which  is  to  be  perform^  out¬ 
side  the  United  States,  its  Territories,  its 
possessions,  or  Puerto  Rico,  shall  include 
a  patent  rights  clause  which  may  be 
based  on  the  Patent  Rights  clause  set 
forth  below.  See  §  16.809  of  this  sub¬ 
chapter  for  an  approved  form  for  op¬ 
tional  use  by  contractors  in  reporting  in¬ 
formation  required  by  paragraphs  (c) 
(ii),  (c)  (iii),  and  (h)  of  the  clause. 
In  the'administration  of  paragraph  (e) 
of  the  clause,  a  request  for  conveyance 
of  foreign  rights  to  the  Government  is 
not  required  when  the  contractor  does 
not  file  an  application  for  patent  in  a 
foreign  "Country  under  the  conditions 
provided  in  that  paragraph,  unless  the 
Government  intends  to  apply  for  such 
patent. 

PATENT  RIGHTS 

(a)  As  used  In  this  clause,  the  following 
terms  shall  have  the  meanings  set  forth 
below: 

(i)  The  term  “Subject  Invention”  means 
by  invention,  improvement,  or  discovery 
(whether  or  not  patentable)  conceived  or 
first  actually  reduced  to  practice  either — 

(A)  In  the  performance  of  the  experi¬ 
mental,  developmental,  or  research  work 
called  for  or  required  imder  this  contract:  or 

(B)  In  the  performance  of  any  experi¬ 
mental,  developmental,  or  research  work  re¬ 
lating  to  the  subject  matter  of  this  contract 
which  was  done  upon  an  understanding  in 
writing  that  a  contract  would  be  awarded; 

Provided,  That  the  term  “Subject  Invention” 
shall  hot  include  any  invention  which  is 
Ep>ecifically  Identified  and  listed  in  the  Sched¬ 
ule  for  the  purpose  of  excluding  it  from  the 
license  granted  by  this  clause. 

(il)  The  term  “Technical  Personnel” 
means  any  person  employed  by  or  working 
under  contract  with  the  CX>ntractor  (other 
than  a  subcontractor  whose  responsibilities 
with  respect  to  rights  accruing  to  the  Gov¬ 
ernment  in  inventions  arising  under  sub¬ 
contracts  set  f(Hi;h  In  (g),  (h),  and  (1) 
below)  who,  by  reason  of  the  nature  of  his 
duties  in  connection  with  the  performance 
of  this  contract,  would  reasonably  be  ex¬ 
pected  to  make  inventions. 

(iii)  The  terms  “subcontract”  and  “sub¬ 
contractor”  means  any  subcontract  or  sub¬ 
contractor  of  the  Ck}ntractor,  and  any 


lower-tier  subcontract  or  subeontraeb* 
\mder  this  contract. 

(b)  (1)  The  Contractor  agrees  to  and  do.. 

hereby  grant  to  the  Government  an 
cable,  nonesblusive,  nontransferablt  ^ 
royalty-free  license  to  practice,  and  causes 
be  practiced  by  or  for  .the  United  StatM 
Government,  throughout  the  world,  ea^ 
Subject  Invention  in  the  manufacture 
and  disposition  according  to  law,  of’ 
article  or  material,  and  in  use’  of 
method.  No  license  granted  herein  am 
convey  any  right  to  the  Government  to 
manufacture,  have  manufactured,  or  use  anv 
Subject  Invention  for  the  purpoee  of  pij 
viding  services  or  supplies  to  the  general 
public  in  competition  with  the  Contractor  or 
the  Contractor’s  commercial  licensees  in  tbe 
licensed  fields. 

(2)  With  respect  to: 

(i)  Any  Subject  Invention  made  by  other 
than  Technical  Personnel; 

(ii)  Any  Subject  Invention  conceived  prior 
to,  but  first  actually  reduced  to  practice  la 
the  course  of,  any  of  the  experimental,  de¬ 
velopmental,  or  research  work  specified  in 
(a)  (i)  above;  and 

(iii)  The  practice  of  any  Subject  Inven- 
tion  in  foreign  coimtries;  the  obligation  of 
the  Contractor  to  grant  a  license  as  pro¬ 
vided  in  (b)  (1)  above,  to  convey  title  as 
provided  in  (d)  (ii)  (B)  or  (d)  (Iv)  below, 
and  to  convey  foreign  rights  as  provided  la’ 

(e)  below,  shall  be  limited  to  the  eilmit  of 
the  Contractor’s  right  to  grant  the  .ait^ 
without  incurring  any  obligation  to  pay 
royalties  or  other  compensation  to  others 
solely  on  account  of  said  grant.  -Nothing 
contained  in  this  Patent  Rights  clause 

be  deemed  to  grant  any  license  imder  any 
invention  other  than  a  Subject  Invention. 

(c) .’rhe  Contractor  shall  furnish  to  the 
Contracting  Officer  the  following  information 
and  reports  concerning  Subject  Inventions 
which  reasonably  appear  to  be  patentable: 

(i)  A  written  disclosure  promptly  after 
conception  or  first  actual  reduction  to  prac¬ 
tice  of  each  such  Invention  together  with 
a  written  statement  specifying  whether  or 
not  a  United  States  patent  application  elatan- 
Ing  the  Invention  has  b^n  oh  will  be  filed 
by  or  on  behalf  of  the  Contractor; 

(ii)  Interim  reports  at  least  every  twelve 
months,  commencing  with  the  date  of  this 
contract,  each  luting  all  such  Inventions 
conceived  or  first  actually  reduced  to  practice 
more  than  three  months  prior  to  the  date  of 
the  report,  and  not  listed  on  a  prior  Interim 
report,  or  certif3rlng  that  there  are  no  such 
unreported  Inventions;  and 

(iii)  Prior  to  final  settlement  of  this  con-  < 
tract,  a  final  report  listing  all  such  Invei^- 
tions  including  all  those  previously  listed,  in 
Interim  reports. 

(d)  In  connection  wiHl  each  Subject  In¬ 
vention  referred  to  in  (c)  (i)  above,  the 
Contractor  shall  do  the  following: 

(i)  If  the  Contractor  specifies  that  a 
United  States  patent  application  claiming 
such  Invention  will  be  filed,  the  Contractor 
shall  file  or  cause  to  be  filed  such  application 
in  due  form  and  time;  however,  if  the  Con¬ 
tractor  after  having  specified  that  such  an 
application  would  be  filed,  decides  not  to 
file  or  cause  to  be  filed  said  application,  the 
Contractor  shall  so  notify  the  Contracting 
Officer  at  the  earliest  practicable  date  and  in 
any  event  not  later  than  eight  months  after 
first  publication,  public  use  or  sale. 

(ii)  If  the  Contractor  specifies  that  a 
United  States  patent  application  claiming 
such  Invention  has  not  been  filed  and  will 
not  be  filed  (or  having  specified  that  such 
an  application  will  be  filed  thereafter  notifies 
the  Contracting  Officer  to  the  contrary),  the 
Contractor  shall: 

(A)  Inform  the  Contracting  Officer  in 
writing  at  the  earliest  practicable  date  of 
any  publication  of  such  Invention  made  by 
or  known  to  the  Contractor  or,  where  ap¬ 
plicable,  of  any  contemplated  publication  by 
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ji^sday,  May  27,  1958 

tM  Contractor,  stating  the  date  and  Identity 
^luch  publication  or  contemplated  publl- 

ratlon:  ahd 

/«)  convey  to  the  Government  the  Con- 
LiiLctor*i!  entire  right,  title,  and  Interest  in 
^J^Inventlon  by  delivering  to  Contracting 
upon  written  request  euch  duly  ex- 
Instruments  (prepared  by  the  Gov- 
a^ent)  of  assignment  and  application,  and 
"cb  other  papers  as  are  deemed  necessary 
to  vest  in  the  Government  the  Contractor’s 
ri£ht,  title,  and  Interest  aforesaid,  and  the 
^ht'to  apply  for  and  prosecute  patent  ap- 
Sucations  covering  such  Invention  through¬ 
out  the  world,  subject,  however,  to  the  right 
of  the  Contractor  specified  in  (e)  below  to 
file  foreign  applications,  and  subject  further 
Xo  the  reservation  of  a  non-exclusive  and 
royalty-free  license  to  the  Contractor  (and 
to  its  and  future  associated  and 

affiliated  companies,  if  any,  within  the  corpo- 
rste  structure  of  which  the  Contractor  is 
a  part)  which  license  shall  be  assignable  to 
the  successor  of  that  part  of  the  Contractor’s 
business  to  which  euch  Invention  pertains; 

(111)  The  Contractor  shall  furnish  promptly 
to  the  Contracting  Officer  on  request  an 
^revocable  power  of  attorney  to  inspect  and 
ipuke  copies  of  each  United  States  patent 
application  filed  by  or  on  behalf  of  the  Con¬ 
tractor  covering  any  such  Invention; 

(Iv)  In  the  event  the  Contractor,  or  those 
other  than  the  Government  deriving  rights 
from  the  Contractor,  elects  not  to  continue 
prosecution  of  any  such  United  States  patent 
application  filed  by  or  on  behalf  of  the  Con¬ 
tractor,  the  Contractor  shall  so  notify  the 
Contracting  Officer  not  less  than  sixty  days 
before  the  expiration  of  the  response  period 
and,  upon  written  request,  deliver  to  the 
Contracting  Officer  such  duly  executed  in- 
Btnunents  (prepared  by  the  Government)  as 
are  deemed  necessary  to  vest'in  the  Govern¬ 
ment  the  Contractor’s  entire  right,  title,  and 
interest  in  such  Invention  and  the  applica¬ 
tion,  subject  to  the  reservation  as  specified 
in  (d)  (11)  above;  and 

(v)  The  Contractor  shall  deliver  to  the 
Contracting  Officer  duly  executed  instru¬ 
ments  fully  confirmatory  of  any  license 
rights  herein  agreed  to  be  granted  to  the 
Oovernment. 

(e)  The  Contractor,  or  those  other  than 
the  Oovernment  deriving  rights  from  the 
Contactor,  shall  have  the  exclusive  rights 
to  file  applications  on  Subject  Inventions  in 
each  foreign  country  within: 

(1)  Nine  months  from  the  date  a  corre¬ 
sponding  United  States  application  is  filed; 

(liH  Six  months  from  the  date  p>ermi8sion 
is  granted  to  file  foreign  applications  wh»e 
such  filing  had  been  prohibited  for  security 
rea8ons;jor 

(ill)  (Such  longer  period  as  may  be  ap¬ 
proved  by  the  Contracting  Officer. 

The  Contractor  shall,  upon  written  request 
of  the  Contracting  Officer,  convey  to  the 
Government  the  Contractor’s  entire  right, 
title,  and  interest  in  each  Subject  Invention 
in  each  foreign  country  in  which  an  applica¬ 
tion  has  not  been  filed  within  the  time  above 
q>ecifled,  subject  to  the  reservation  of  a 
nonexclusive  and  royalty-free  license  to  the 
Contractor  together  with  the  right  of  the 
Contractor  to  grant  sublicensee,  which  li¬ 
cense  and  right  shall  be  assignable  to  the 
successor  of  that  part  of  the  Contractor’s 
business  to  which  the  Subject  Invention 
pertains. 

(f)  If  the  Contractor  fails  to  deliver  to  the 
Contracting  Officer  the  interim  reports  re¬ 
quired*  by  (c)  (ii)  above,  or  falls  to  furnish 
the  written  disclosures  for  all  Subject  In¬ 
ventions  required  by  (c)  (1)  above  shown  to 
'be  due  in  accordance  with  any  interim  re¬ 
port  delivered  under  (c)  (li)  or  otherwise 
known  to  be  unreported,  there  shall  be 
withheld  from  payment  until  the  Contractor 
•hall  have  corrected  such  failures  either  ten 
percent  (10%)  of  the  amount  of  this  con¬ 
tract,  as  from  time  to  time  amended,  or  five 
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thousand  dollars  (j|5,000),  whichever  is  less. 
After  payment  of  eighty  percent  (80%)  of 
the  amoimt  of  this  contract,  as  from  time 
to  time  amended,  payment  shall  be  withheld 
until  a  reserve  of  either  ten  percent  (10%) 
of  such  amount,  or  five  thousand  dollars 
($5,000),  whichever  is  less?  shall  have  been 
set  aside,  such  reserve  or  balance  thereof  to 
be  retained  until  the  Contractor  shall  have 
furnished  to  the  Contracting  Officer: 

(i)  The  final  report  required  by  (c)  (iii) 
above; 

(ii)  Written  disclosures  for  all  Subject  In¬ 
ventions  required  by  (c)  (i)  above  which  are 
shown  to  be  due  in  accordance  with  interim 
reports  delivered  under  (c)  (11)  above  or  in 
accordance  with  such  final  reports  or  are 
otherwise  known  to  be  unreported;  and 

(iii)  The  information  as  to  any  subcon¬ 
tractor  required  by  (h)  below.  ' 

The  maximum  amount  which  may  be  with¬ 
held  under  this  paragraph  (f)  shall  not  ex¬ 
ceed  ten  percent  (10%)  of  the  amount  of 
this  contract  or  five  thousand  dollars 
($5,000),  whichever  is  less,  and  no  amount 
shall  be  withheld  under  this  paragraph  (ty 
when  the  amount  specified  by  this  para¬ 
graph  (f)  is  being  withheld  under  other 
provisions  of  this  contract.  The  withhold¬ 
ing  of  any  amount  or  subsequent  payment 
thereof  to  the  Contractor  shall  not  be  con¬ 
strued  as  a  wtiver  of  any  rights  accruing 
to  the  Government  under  this  contract. 
This  paragraph  (f)  shall  not  be  construed 
as  requiring  the  Contractor  to  withhold  any 
amounts  from  a  subcontractor  to  enforce 
compliance  with  the  patent  provisions  of  a 
subcontract. 

(g)  The  Contractor  shall  exert  all  reason¬ 
able  effort  in  negotiating  for  the  inclusion 
of  this  Patent  Rights  clause  in  any  subcon¬ 
tract  hereunder  of  three  thousand  dollars 
($3,000)  or  more  having  experimental,  de¬ 
velopmental,  or  research  work  s«  one  of  its 
purposes.  In  the  event  of  refusal  by  a  sub¬ 
contractor  to  accept  the  Patent  Rights 
clause,  the  Contractor  shall  not  proceed  with 
the  subcontract  without  written  authoriza¬ 
tion  of  the  Contracting  Officer,  and  upon 
obtaining  such  authorization,  shall  cooper¬ 
ate  with  the  Government  in  the  negotiation 
with  such  subcontractor  of  an  acceptable 
patent  rights  clause:  Provided,  however, 
’That  the  Contractor  shall  in  any  event  ra^ 
quire  the  sutJcontractor  to  grant  to  the  Gov¬ 
ernment  patent  rights  under  Subject  Inven¬ 
tions  of  no  less  scope  and  on  no  less  favor¬ 
able  terms  than  those  which  the  Contractor 
has  under  such  subcontracts,  except  that  in 
no  event  shall  the  subcontractor  be  required 
to  grant  to  the  Government  patent  rights  in 
excess  of  those  herein  agreed  to  be  granted 
to  the  Government  by  the  Contractor. 

(h)  The  Contractor  shall,  at  the  earliest 
practicable  date,  notify  the  Contracting  Of¬ 
ficer  in  writing  of^iny  subcontract  contain¬ 
ing  a  patent  rights  clause,  furnish  the  Con¬ 
tracting  Officer  a  copy  of  such  clause,  and 
notify  the  Contracting  Officer  when  such 
subcontract  is  completed.  It  is  understood 
that  with  respect  to  such  subcontract  clause, 
the  Oovernment  is  a  third  party  beneficiary; 
and  the  Contractor  hereby  assigns  to  the 
Oovernment  all  the  rights  that  the  Contrac¬ 
tor  would  have  to  enforce  the  subcontrac¬ 
tor’s  obligations  for  the  benefit  of  the  Gov- 
'emment  with  respect  to  Subject  Inventions. 
The  Contractor  shall  not  be  obligated  to  en¬ 
force  the  agreements  of  any  subcontractor 
hereunder  relating  to  Subject  Inventions. 

(1)  When  the  Contractor  shows  that  it  has 
been  delayed  in  the  performance  of  this  con¬ 
tract  by  reason  of  its  inability  to  obtain  in 
accordance  with  (g)  above  a  suitable  patent 
rights  clause  from  a  qualified  subcontractor 
for  any  item  or  service  required  under  this 
contract  for  which  the  Contractor  itself 
does  not  have  available  facilities  or  qualified 
personnel,  the  Contractor’s  delivery  dates 
shall  be  extended  for  a  period  of  time  equal 
to  the  duration  of  such  delay;  and,  upon 
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request  df  the  Contracts,  the  Contracting 
Officer  shall  determine  to  what  extent,  if 
any,  an  additional  extension  of  the  delivery 
dates  and  Increase  in  contract  prices  based 
upon  additional  costs  incurred  by  such  de¬ 
lay  are  proper  under  the  circumstances;  and 
the  contract  shall  be  modified  accordingly. 

If  the  Contractor,  after  exerting  all  reason¬ 
able  effort,  is  unable  to  obtain  a  qualified 
subcontractor  as 'set  forth  above,  the  Con¬ 
tractor  may  submit  to  the  Contracting 
^Officer  a  written  request  for  waiver  or  modi¬ 
fication  of  the  requirement  that  a  sxiitable 
patent  rights  clause  be  included  in  the  sub¬ 
contract. 

Such  request  shall  specifically  -  state  that 
the  Contractor  has  \ised  all  reasonable  effort 
to  obtain  such  qualified  subcontractor,  and 
shall  cite  the  waiver  or  termination  provision 
hereinafter  set  forth.  If,  within  thirty-five 
(35)  days  after  the  date  of  receipt  of  such 
request  for  a  waiver  or  modification  of  said 
requirement,  the  Contracting  Officer  shall 
f£ili  to  deny  in  writing  such  request,  the  re- 
q\Urement  shall  be  deemed  to  have  been 
waived  by  the  Government.  If  within  such 
period  the  Contractor  shall  receive  a  written 
denial  of  such  request  by  the  Contracting 
Officer,  this  ccmtract  shall  thereupon  auto¬ 
matically  terminate  and  the  rights  and  obli¬ 
gations  of  the  parties  shall  be  governed  by 
the  provisions  of  the  clause  of  this  contract 
providing  for  termination  for  the  convenience 
of  the  Government.  ^ 

§  9.107-2  Contracts  relating  to  atomic 
energy,  (a)  Except  as  provided  in  para¬ 
graph  (b)  of  this  section  the  following 
paragraph  shall  be  inserted  as  part  of  the 
Pat^t  Rights  clause  set  forth  in  §*0.107- 
1  in  all  research  or  development  con¬ 
tracts  relating  to  atomic  energy. 

(J)  With  respect  to  any  Subject  Invention 
made  by  employees  of  the  Contractor  (except 
clerical  and  manual  labor  personnel  who  do 
not  have  access  to  technical  data),  and  re¬ 
lating  to  the  production  or  utilization  of 
special  nuclesu:  material  or  atomic  energy 
within  the  purview  of  the  Atomic  Energy 
Acts  of  1946  (42  U.  S.  Code  1801-1819)  and  of 
1954  (42  U.  S.  Code  2011-2296),  the  Con¬ 
tractor  agrees: 

(i)  To  furnish  to  the  United  States  Atomic 
Energy  commission  (hereinafter  in  this  para¬ 
graph  (J)  referred  to  as  "the  Commission’’) 
through  the  Contracting  Officer  complete  in¬ 
formation  regarding  such  Subject  Invention, 
the  Commission  to  have  the  sole  and  con¬ 
clusive  power  determine  whether  and 
where  a  patent  application  shall  be  filed,  and 
to  determine  the  disposition  of  the  titl(>  to 
and  rights  under  any  such  application  or  any 
patent  that  may  issue  thereon; 

(ii)  To  obtain  the  execution  of  and  deliver 
to  the  Commission,  aU  documents  relating 
to  each  such  SubXect  Invention  and  to  do  all 
things  necessary  or  proper  to  carry  out  any 
determination  of  the  Commission,  made 
under  (J)  (i)  above; 

(iii)  Unless  otherwise  authorized  in  writ¬ 
ing  by  the  Commission  to  obtain  patent 
agreements  from  all  such  employees  to 
effectuate  the  purposes  of  this  paragraph 
(J):  and 

(iv)  Unlegs  otherwise  authorized  in  writing 
by  the  Commission,  to  insert  this  paragraph 
(J)  in  all  subcontracts. 

No  claim  for  pecuniary  award  or  compensa¬ 
tion  under  the  provisions  of  the  Atomic 
Energy  Acts  of  1946  and  1954  shall  be  as¬ 
serted  by  the  Contractor  or  its  employees 
with  respect  to  any  Subject  Invention  covered 
by  this  paragraph. 

(b)  Where  the  work  to  be  performed 
or  the  material  or  equipment  to  be  fur- 
.  nished  by  the  contractor  is  of  such  char¬ 
acter  that  any  such  Subject  Inventions 
that  may  be  made  will  probably  (1)  re¬ 
late  only  incidentally  (and  not  directly). 
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to  some  phase  of  the  basic  research  or 
development  work  which  the  Atomic 
Energy  Commission  conducts  or  spon¬ 
sors,  (2)  relate  to  a  field  or  work  in  which 
the  contractor  has  an  established  indus¬ 
trial  and  patent  position,  or  (3)  result 
from  routine  development  or  production 
work  by  the  contractor,  a  provision  au- 
thorizinsr  the  contractor  to  retain  license 
rights  may  be  incorporated  in  the  para¬ 
graph  set  forth  in  paragraph  <a)  of  this 
section.  Any  such  provision  or  any  de¬ 
viation  from  the  paragraph  set  forth  in 
paragraph  (a)  of  this  section,  which  the 
military  department  concerned  proposes 
to  authorize,  shall  be  forwarded  in  ac¬ 
cordance  with  Departmental  procedures 
to  the  Atomic  Ekiergy  Commission  for 
recommendation  and  shall  not  be  au¬ 
thorized  except  with  the  concurrence  of 
the  Atomic  Energy  Commission. 

S  9.107-3  Patent  license  rights  under 
product  improvement  programs  or  inde¬ 
pendent  research  programs.  Where  a 
Military  Department,  imder  its  estab¬ 
lished  procedures,  provides  substantial 
financial  support  to  a  contractor’s  (a) 
specific  product  improvement  program; 
or  (b)  specific  projects  within  its  inde¬ 
pendent  research  program; 

the  Military  Department  may  obtain  for 
the  Government  patent  license  rights  to 
inventions,  improvements,  or  discoveries 
conceived  or  first  actually  reduced  to 
practice  during  or.  as  a  result  of  such 
support:  Provided,  The  obtaining  of  such 
rights  and  the  contractual  arrangements 
for  such  rights  are  approved  in  the  Army 
and  the  Navy  by  the  head  of  the  procur¬ 
ing  activity  concerned,  and  in  the  Air 
Force  by  the  Deputy  Director /Procure¬ 
ment,  Headquarters,  Air  Materiel  Com¬ 
mand  or  by  the  Director  of  Procurement, 
Headquarters,  Air  Research  and  Develop¬ 
ment  Command. 

§  9.107-4  Patent  rights  not  to  he  ob¬ 
tained.  (a)  Except  as  authorized  in 
§§  9.107-1,  9.107-2,  9.107-3,  and  (b)  be¬ 
low,  patent  license  rights  shall  not  be 
requested  in  the  negotiation  of  contracts 
for  supplies' or  services  (other  than  con¬ 
tracts  where  the  primary  item  of  pro¬ 
curement  is  a  license  under  or  an  assign¬ 
ment  of  a  patent).  It  is  the  policy  of 
the  Military  Departments,  except  as 
otherwise  provided  in  §  9.107-1,  to  pay 
a  reasonable  compensation  for  the  use  of 
^  an  invention  covered  by  a  valid  patent 
enforceable  against  the  Government,  but 
the  questions  of  infringement,  validity, 
and  enforceability  of  the  patent  shall  be 
determined  by  personnel  having  cogni¬ 
zance  of  patent  matters  for  the  Military 
Department  concerned. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  are  not  applicable  to  con¬ 
tracts  to  be  t)erformed  outside  the  United 
States,  its  Territories,  its  possessions,  or 
Puerto  Rico. 

§  9.107-5  Contracts  relating  to  civil 
defense.  The  paragraph  set  forth  below 
may  be  inserted  in  lieu  of  paragraph  (b) 
(1)  as  part  of  the  Patent  Rights  clause 
prescribed  in  §  9.107-1  (c)  in  all  contracts 
for  experimental,  developmental,  or  re¬ 
search  work  relating  primarily  to  sup¬ 
plies  or  services  intended  for  the  general 
public  for  civil  defense  purposes. 


(b)  (1)  The  Contractor- agrees  to  and  does 
hereby  grant  to  the  Government  an  irrevo¬ 
cable.  nonexclusive,  nontransferable,  and 
royalty-free  license  to  practice,  and  cause 
to  be  practiced  by  or  for  the  United  States 
Government,  throughout  the  world,  each 
Subject  Invention  in  the  manufactiire,.  use 
and  disposition  of  any  article  or  material, 
and  in  the  use  of  any  method;  with  the  right 
in  the  Government  to  sublicense  others  to 
practice  each  Subject  Invention  in  the  man¬ 
ufacture.  use  and  sale  of  any  article  or  in  the 
use  of  any  method  for  the  purpose  of  pro¬ 
viding  supplies  or  services  to  the  general 
public  in  the  furtherance  of  the  nation’s 
civil  defense. 

§  9.108  Patent  rights  under  contracts 
for  personal  services.  The  following 
clause  shall,  except  as  otherwise  provided 
in  §  7.503-9  of  this  subchapter,  be  in¬ 
serted  in  all  personal  services  contracts 
for  services  to  be  performed  by  an  in¬ 
dividual  as  set  forth  in  §  7.502  of  this 
subchapter. 

PATENTS 

(a)  For  the  purpose  of  determining  the 
rights  of  the  Government  and  the  Contrac¬ 
tor  in  and  to  Inventions,  the  Contractor 
{^ees  to  be  bound  by  all  provisions  of  Execu¬ 
tive  Order  10096,  dated  23  January  1950,  and 
any  orders,  rules,  regulations,  or  the  like 
issued  thereunder. 

(b)  The  Contractor  shall:  (1)  make  writ¬ 
ten  disclosure  promptly  to  the  Contracting 
Officer  of  all  inventions  of  the  Contractor 
which  are  conceived  or  first  reduced  to  prac¬ 
tice  during  the  term  of  this  contract,  and 
sign  and  execute  all  papers  necessary  for 
conveying  to  the  Government  the  rights  to 
which  the  Government  is  entitled  in  accord¬ 
ance  with  the  determination  made  under  the 
provisions  of  Executive  Order  10096,  or  (ii) 
certify  to  the  Contracting  Officer  that,  to  the 
best  of  the  Contractor’s  knowledge  and  be¬ 
lief,  no  inventions  have  been  conceived  or 
first  reduced  to  practice  during  the  term  of 
this  contract. 

§  9.109  Followup  of  patent  rights. 
Appropriate  systems  of  followup  in  con¬ 
nection  with  contracts  for  experimental, 
developmental,  or  research  work  shall  be 
maintained  by  the  Military  Departments 
in  order  that  inventions  in  which  the 
Government  may  have  an  interest  may 
be  properly  identified  and  formal  agree¬ 
ments  evidencing  the  Government’s 
rights  therein  shall  be  obtained. 

§  9.110  Reporting  of  royalties.  The 
Government  has  acquired  license  and 
other  rights  under  a  large  number  of 
inventions  as  the  result  of  Government- 
sponsored  research  and  development  and 
in  other  ways.  In  order  that  the  Gov¬ 
ernment  may  determine  whether  the 
charging  of  royalties  to  the  Government 
is  inconsistent  with  the  rights  which  the 
Government  has  acquired  or  is  other¬ 
wise  improper  and  in  order  that  negotia¬ 
tion  for  the  voluntary  reduction  of 
excessive  royalties  may  be  undertaken, 
the  Military  Departments  should  be  in¬ 
formed  of  royalties  charged  or  to  be 
charged  in  connection  with  the  perform¬ 
ance  of  Government  contracts.  The 
contract  clause  set  forth  below  shall  be 
included  in  all  contracts  in  excess  of 
$50,000,  except  as  follows: 

(a)  The  clause  shall  not  be  included  in 
contracts  coming  within  the  provisions 
of  §  9.110-2. 

(b)  The  clause  shall  not  be  included  in 
contracts  of  $50,000  or  less,  except  that, 
as  a  matter  of  administrative  conven¬ 


ience,  the  clause  need  not  be  deleted 
when  it  is  a  part  of  a  standardized  f^ 
being  used  for  contracts  of  $50,00^ 
less,  since  it  is  self -deleting  as  to  suS 
contracts.  ^ 


<c)  The  clause  need  not  be  included 
in  contracts  for  experimental,  devel^ 
mental,  or  research  work,  regard^  ^ 
the  amount  of  the  contract,  where  undw 
such  contracts ‘only  a  report  or  report* 
are  to  be  delivered  to  or  for  the  Govern, 
ment. 


REPORTING  OF  ROYALTIES 


The  provisions  of  this  clause  shall  be  aa. 
plicable  only  if  the  amount  of  the  contiS 
is  in  excess  of  $50,000. 


(a)  The  Contractor  shall  report  In  wrltlas 
(in  quadruplicate)  to  the  CJontracting  Offl^ 
as  soon  as  practicable  after  execution  of  thk 
contract  whether  or  not  any  royalties  in 
excess  of  $250  have  been  paid  or  are  to  be 
paid  by  the  Contractor  directly  to  any  person 
or  firm  in  connection  with  the  performance 
of  this  contract.  If  royalties  in  excess  of 
$250  have  been  paid  or  are  to  be  paid  to  any 
person  or  firm,  the  reijort  shall  Include  the 
following  items  of  Information  with  respect 
to  such  royalties  (including  the  initial 
$250) : 


( 1 )  The  name  and  address  of  each 

to  whom  royalties  in  excess  of  $250  have 
been  paid  or  are  to  be  paid, 

(2)  The  patent  numbers,  patent  applies, 
tion  serial  niunbers  (with  filing  dates),  or 
other  identification  of  the  basis  for  such 
royalties. 

(3)  The  manner  of  computing  the  royal, 
ties  consisting  of  (1)  a  brief  identlftcatton 
of  each  royalty-bearing  unit  or  process,  (U) 
the  total  amount  of  royalties,  and  (ill)  the 
percentage  rate  or  dollars  and  cents  amount 
of  royalties  on  each  such  unit  or  process; 
Provided,  That  if  the  royalties  cannot  be 
computed  in  terms  of  units  or  dollars  and 
cents  value,  then  other  data  showing  the 
manner  in  which  the  (tontractor  computes 
the  royalties. 

(b)  In  lieu  of  furnishing  a  report  under 
paragraph  (a),  the  Contractor  may  furnish 
a  single,  consolidated  report  for  each  sc* 
counting  period  of  the  Contractor  during 
which  the  Contractor  has  contracts  with  the 
Government,  provided  the  Contractor  has 
requested  and  obtained  the  prior  written 

approval  of  the _ •.  Such  consoli. 

dated  report  shall  be  furnished,  when  the 
furnishing  thereof  has  been  approved,  in 
the  number  of  copies  as  approved,  as  soon 
as  practicable  after  the  close  of  the  account¬ 
ing  period  covered  by  the  report.  Such  con¬ 
solidated  report  shall  be  made  in  accordance 
with  Contractor’s  established  accounting 
practice  and  shall  include,  for  the  accoxmting 
p>eriod,  the  total  amount  of  royalties  accruing 
to  each  licensor  at  a  rate  in  excess  of  $1,000 
per  annum  on  the  Contractor’s  over-all  busi¬ 
ness,  together  with  (i)  the  name  and  address 
of  each  such  licensor,  (ii)  the  patent  num¬ 
bers,  patent  application  serial  numben 
(with  filing  dates) ,  or  other  identification  of 
the  basis  for  such  royalties,  (ill)  a  brief  de¬ 
scription  of  the  subject  matter  of  the  license 
under  which  royalties  are  charged,  (Iv)  the 
percentage  rate  or  unit  amount,  or  if  the 
royalties  do  not  accrue  by  rate  or  unit 
amount,  such  other  data  showing  the  man¬ 
ner  by  which  the  royalties  accrue  to  licensor, 
and  (V)  an  estimate  or  approximation  (with¬ 
out  detailed  accounting)  of  the  portion  of 
such  royalties  that  may  be  attributable  to 
Government  contracts.  The  Contractor  shall, 
if  requested  by  the  Government,  furnish  at 
Government  expense  a  more  detailed  alloca¬ 
tion  of  such  royalty  payments  attributable 
to  Government  contracts. 

(c)  In  the  event  that  the  Contractor  re¬ 
quests  written  approval  to  furnish  consoli¬ 
dated  reports  tmder  paragraph  (b)  abovst 
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_ shall  promptly  consider  the 

furnish  to  the  Contractor'  a 
whether  or  not  the  request  Is 
**^ted  and,  notwithstanding  any  such 
^Joval.  the  Contracting  Officer  shall  have 
to  question  any  such  subsequently 
report  as  to  accuracy  or  complete- 
datft  and  to  tor  additional  Infor* 
The  Contractor  shall  furnish  a  copy 
rfsucb  letter  of  approval  to  the  Contracting 
ni|cer  administering  this  contract. 

After  payment  of  eighty  percent  (80%  ) 
rf  the  amount  of  this  contract,  as  from  time 
to  ttme  amended,  further  pa3rment  shall  be  > 
Irtthheld  until  a  reserve  of  either  (1)  ten 
r^nt  (10%)  of  such  amount  or  (11)  $5,000. 
^cbever  Is  less,  shall  have  been  set  aside, 
iQcb  reserve  or  the  balance  thereof  to  be 
retained  until  the  Contractor  shall  have  fur- 
Blsiied  to  the  Contracting  Officer  the  rep>ort 
called  for  by  paragraph  (a)  hereof  or  the 
copy  of  the  letter  approving  the  Contractor’s 
request  to  furnish  the  report  under  para- 
■rapb  (b) :  Provided,  That  no  amount  shall 
wntlnue  to  be  withheld  from  payment  for 
tbe  causes  specified  In  this  paragraph  (d) 
if  tbe  Contracting  Officer  shall  find  that  the 
Contractor  has  not  been  furnished  a  letter  as 
required  by  paragraph  (c)  within  a  reason- 
tble  time  after  making  written  request  to 
submit  a  single,  consolidated  report  ufider 
the  iwovlslons  of  paragraph  (b)  of  this 
clause;  And  provided  further'.  That  the  Con¬ 
tracting  Officer  may.  In  his  discretion,  order 
payment  to  be  withheld  In  the  amount  and 
manner  above  provided  If  the  report  called 
for  by  paragraph  (a)  Is  unsatisfactory  or  If 

the  _ •  notifies  the  Contracting 

Officer  that  the  report  called  for  b^  para¬ 
graph  (b)  Is  due  but  has  not  been  received, 
or  If  received.  Is  found  to  be  unsatisfactory. 
No  amount  shall  be  withheld  under  this 
paragraph  when  the  minimum  amount  spec- 
tQed  by  ,thls  paragraph  Is  being  withheld 
under  other  provisions  of  this  contract.  The 
withholding  of  any  amount  or  subsequent 
payment  thereof  to  the  Contractor  shall  not 
be  construed  as  a  waiver  of  any  right  accru¬ 
ing  to  the  Government  under  this  contract. 

Hi  the  foregoing  clause,  insert,  in  the 

q?ace  designated  by  an  asterisk  (_ _ *) 

in  contracts  of  the  Department  of  the 
Army  and  the  Department  of  the  Air 
Force,  the  words  “Chief,  Patents  Divi¬ 
sion,  OflBce  of  The  Judge  Advocate  Gen¬ 
eral;”  and  in  contracts  of  the  Depart¬ 
ment  of  the  Navy,  the  words  “Assistant 
Chief  of  Naval  Research  for  Patents.” 

§9.110-1  Approved  form  of  royalty 
report.  See  §  16.806  of  this  subchapter 
for  an  approved  form  for  optional  use  by 
contractors  in  making  reports  as  re¬ 
quired  by  paragraph  (a)  of  the  Report¬ 
ing  of  Royalties  clause  of  §  9.110. 

§  9.110-2  Reporting  of  royalties  in 
contracts  to  be  performed  outside  the 
United  States.  In  contracts  where  the 
work  is  to  be  performed  outside  the 
United  States,  its  Territories,  its  posses¬ 
sions,  or  Puerto  Rico,  regardless  of  the 
place  of  delivery,  the  following  clause 
shall  be  included  in  the  contract: 

KXPOBTIMG  or  BOTALTIES  (FOREIGN) 

If  this  contract  Is  In  an  amount  which  ex¬ 
ceeds  $50,000,*  the  Contractor  shall  report  In 
writing  to  the  Contracting  Officer  during  the 
performance  of  this  contract  the  amount  of 
royalties  paid  or  to  be  paid  by  the  Contrac¬ 
tor  directly  to  others  In  the  performance  of 
this  contract.  The  Contractor  shall  also  (l) 
furnish  in  writing  any  additional  Informa¬ 
tion  relating  to  such  royalties  as  may  be 
requested  by  the  Contracting  Officer  and  (11) 
Insert  a  provision  similar  to  this  clause  In 
fcny  subcontract  hereunder  which  Involves 


an  amount  In  excess  of  the  equivalent  of 
fifty  thousand  United  States  dollars. 

§  9.111  Adjustment  of  royalties.  If 
the  contract^  officer  believes  that  any 
royalties  paid,  or  to  be  paid,  imder  a 
contract  or  prospective  contract  are  \m- 
reasonable  or  otherwise  improper,  he 
should  promptly  report  the  matter  to 
personnel  having  cognizance  of  patent 
jnatters  for  the  procuring  activity  con- 
'cemed.  Such  personnel  shall  review  the 
royalties  thus  reported  and  such  royal¬ 
ties  as  are  reported  under  §  9.110.  In 
coordination  with  the  contracting  officer, 
such  personnel  shall: 

(a)  Take  prompt  action  to  protect  the 
Government  against  payment  of  royal¬ 
ties  on  supplies  or  services  (1)  with  re¬ 
spect  to  which  the  Government  has  a 
royalty-free  license,  or  (2)  at  a  rate  in^ 
excess  of  the  rate  at  which  the  Govern¬ 
ment  is  licensed,  or  (3)  where  the  royal¬ 
ties  in  whole  or  in  part  constitute  an 
improper  charge ; 

(b)  In  appropriate  cases  enter  into 
negotiation  for  a  voluntary  reduction  of 
royalties. 

§  9.112  [Reserved.] 

SUBPART  B — DATA  AND  COPYRIGHTS 

1.  Sections  9.203  and  9.204-2  (f)  have 
been  revised  as  follows: 

§  9.203  Contract  clauses;  general. 
In  any  contract  to  be  performed  in  the 
United  States,  its  Territories,  or  pCsses- 
sions,  or  Puerto  Rico  in  which  data  is 
specified  to  be  delivered,  insert,  in  ac¬ 
cordance  with  §  9.202-2,  one  of  the 
clauses  of  §  §  9.203-1  or  9.203-2,  as  appro¬ 
priate,  except  that  such  clauses  shall  not 
be  used  in  contracts  coming  within  the 
provisions  of  .§§  9.204-2,  9*204-3  and 
9.205,  nor  in  contracts  to  be  performed 
outside  the  United  States,  its  Territories, 
or  possessions,  or  Puerto  Rico. 

§  9.204  Contract  clauses;  special.  , 

§  9.204-2  Production  of  motion  pic¬ 
tures.  *  *  *  '' 

(f)  Paragraphs  (c)  and  (d)  of  this 
section  are  not  applicable  to  material 
furnished  to  the  Contractor  by  the  Gov¬ 
ernment  and  incorporated  in  the  work 
furnished  under  the  contract:  Provided, 
Such  incorporated  material  is  identified 
by  the  Contractor  at  the  time  of  delivery 
of  such  work. 

2.  Section  9.206  has  been  added  pro¬ 
viding  a  Technical  Information  Clause 
for  use  in  contracts  to  be  performed  out¬ 
side  the  United  States.  Section  9.206, 
as  added,  r;eads  as  follows: 

§  9.206  Contracts  to  he  performed 
outside  the  United  States,  (a)  Except 
as  otherwise  provided  in  §§  9.204-2, 
9.204-3,  or  9.205,  the  clause  set  forth  be¬ 
low  shall  be  included  in  all  contracts 
under  which  (1)  technical  information 
including  reports,  drawings,  blueprints 
or  other  data  is  specified  to  be  delivered 
to  the  Government,  and  (2)  the  work  is 
to  be  performed  outside  the  United 
States,  its  Territories,  its  possessions,  or 
Puerto  Rico,  regardless  of  the  place  of 
delivery.  » 

TBCHNICAI.  INTCMUXATION 

The  Government  may  duplicate,  use.  and 
disclose  In  any  manner  for  Its  governmental 


purposes,  including  (lellvery  to  other  govern¬ 
ments  for  the  furtherance  of  mutvial  defense 
of  the  United  States  Government  and  sucdi 
othw  govempoentC  all  or  any  part  of  the 
technical  InfcMrmatlon  Including  reports, 
drawings,  blueprints,  and  other  data  specified 
to  be  dellvepca  by  tbe  Contractor  to  the  Gov¬ 
ernment  under  this  contract. 

(b)  The  above  clause  may  be  modified 
by  substituting  “the  United  States  Gov¬ 
ernment”  for  “Government”;  however, 
when  the  contractor  is  a  foreign  gov¬ 
ernment,  the  above  clause  shall  be  modi¬ 
fied  by  substituting  “the  United  States 
Government”  for  “Government”  and  by 
substituting  the  name  of  the  foreign  gov¬ 
ernment  for  “Contractor.” 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22,  10  U.  S.  C.  2202) 


Part  11 — Federal,  State  a^  Local  Taxes 
SUBPART  D— contract  CLAUSES 

Section  11.401  has  been  revised  to  in¬ 
clude  in  §  11.401-1  the  Federal,  State, 
and  Local  Taxes  clause  conforming  to 
that  appearing  in  GSA  Regulation  l-II- 
209.03,  dated  October  8,  1957,  and  in 
11.401-2  on  alternate  clause  for  use  in 
certain  negotiated  fixed-price  contracts 
where  the  standard  clause  is  inappro¬ 
priate.  §  11.401,  as  revised,  reads'  as 
follows: 

§  11.401  Fixed-price  type  contracts. 

§  11.401-1  Clause  far  advertised  and 
certain  negotiated  contracts.  The  fol¬ 
lowing  clause  shall  be  inserted  in  (a)  all 
formally  advertised  contracts  and  (b) 
negotiated  fixed-price  tjrpe  ccmtracts 
where  the  contracting  officer  is  satisfied 
that  the  contract  price,  by  virtue  of  com¬ 
petition  or  otherwise,  excludes  contin¬ 
gencies  for  State  and  local  taxes. 

FEDERAL,  STATE,  AND  LOCAL  TAXES 

(a)  As  used  throughout  this  clause,  the 
term  “tax  Inclusive  date”  means  the  date  of 
negotiated  contracts  and  the  date  set  for 
the  opening  of  bids  for  contracts  entered  Into 
throj^b  formal  advertising.  As  to  additional 
supplies  or  services  procured  by  modification 
to  this  contract,  the  term  “tax  Inclusive  date” 
means  the  date  -of  such  modification. 

(b)  Except  as  may  be  otherwise  provided 
In  this  contract;,  the  contract  price  Includes 
all  Federal,  State,  and  local  taxes  and  duties 
In  effect  and  applicable  to  this  contract  on 
the  tax  Inclusive  date,  except  taxes  (other 
than  Federal  transportation  taxes)  from 
which  the  Government,  the  Contractor,  or 
the  transactions  or  property  covered  by  this 
contract  are  then  exempt.  Unless  specifi¬ 
cally  excluded,  duties  are  Included  In  the 
contract  price,  and.  If  freight  Is  Included  in 
the  contract  price,  Federal  transportation 
taxes  are  likewise  Included^ 

(c)  (1)  If  the  Contractor  is  required  to 
pay  or  bear  the  burden — 

(I)  Of  any  tax  or  duty,  which  either  was 
not  to  be  Included  In  the  contract  price  pur¬ 
suant  to  the  requirements  of  paragraph  (b). 
or  was  specifically  excluded  from  the  contract 
price  by  a  provision  of  this  contract,  or 

(II)  Of  an  Increase  In  rate  of  any  tax  or 
duty,  whether  or  not  such  tax  o^  duty  was 
excluded  from  the  contract  price; 

or  of  any  Interest  or  penalty  thereon,  the  con¬ 
tract  price  shall  be  correspondingly  in¬ 
creased:  Provided,  That  the  Contractor 
warrants  In  writing  that  no  amoimt  of  such 
tax,  duty,  or  rate  Increase  was  included  in 
the  contract  price  as  a  (xintingency  reserve 
or  otherwise:  And  provided  further.  That  lla- 
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clal  tooling,  raw  materials,  component 
work-in-process,  or  completed  suppUea  ^ 
ered  by  this  contract,  or  on  the  ContractoJ’ 
Interest  in  or  use  of  Govemment-oiiS 
property  supplied  or  acqidred  under 
contract.  ^ 

(6)  No  adjustment  of  less  than  |ioo  gi^tj 
be  made  in  the  contract  price  purmi^n^ 
this  paragraph  (c).  " 

(d)  Unless  there  does  not  exist  any  rea. 
sonable  basis  to  sustain  an  exemption,  the 
Government  agrees  upon  request  of  the 
tractor,  without  further  liability,  except  li 
otl^erwlse  provided  in  this  contract,  to  tm, 
nish  evidence  appropriate  to  establish  ex' 
emption  from  any  tax  which  the  Contractor 
warrants  in  writing  was  excluded  from  tla 
contract  price:  Provided,  That  evidence  ap. 
propriate  to  establish  exemption  from, 
ties  will  be  furnished,  and  Government  biuj 
of  lading  will  be  issued,  only  at  the  disere, 
tlon  of  the  Contracting  Officer.  In  addition, 
the  Contracting  Officer  may  furnish  evldenm 
appropriate  to  establish  exemption  from  any 
tax  that  may,  pursuant  to  this  clause,  give 
rise  to  either  an  increase  or  decrease  in  the 
contract  price. 

^ -te)j  (1)  The  Contractor  shall  promptly  no- 
tify  the  Contracting  Officer  of  all  matters 
pertaining  to  Federal,  State,  and  local  taxes, 
and  duties,  that  reasonably  may  result  in 
either  an  increase  or  decrease  in  the  con¬ 
tract  price. 

(2)  Whenever  an  increase  or  decrease  in 
the  contract  price  may  be  required  under 
this  clause,  the  Contractor  shall  take  action 
as  directed  by  the  Contracting  Officer,  and 
the  contract  price  shall  be  equitably  ad¬ 
justed  to  cover  the  costs  of  such  action,  in¬ 
cluding  any  interest,  penalty,  and  reaacm. 
able  attorney’s  fees. 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  8  C 
22,  10  U.  S.  C.  2202)  n 


billty  for  such  tax,  duty,  rate  increase,  inter- '  ated  fixed-price  contracts  where  the 
est,  or  penalty  was  not  Incxured  through  the  clause  set  forth  in  §  11.401-1  is  not  used, 
fault  or  negligence  of  the  Contractor  or  Its  _ 

failure  to  foUow  instructions  of  the  Con-  feiiebal,  state,  and  local  taxes 

tracting  Officer.  ^  throughout  this  clause,  the 

(2)  If  the  Contractor  Is  not  required  to  term  “tax  inclusive  date”  means  the  date  of 

pay  or  bear  the  burden,  or  obtains  a  refund  contract.  As  to~  additional  supplies  or 

or  drawback.  In  whole  or  in  part,  of  any  tax,  services  procvired  by  modification  to  this  con- 
duty,  interest,  or  penalty  which  (1)  was  to  tract,  the  term  “tax  inclusive  date”  means 
be  Included  in  the  contract  price  pursuant  the  date  of  such  modification. 

to  the  requirements  of  paragraph  (b),  (li)  except  as  may  be  otherwise  provided 

was  included  in  the  contract  price,  or  (ill)  jjj  this  contract,  the  contract  price  includes 
was  the  basis  of  an  increase  in  the  contract  Federal,  State,  and  local  taxes,  and  duties, 
price,  the  contract  price  shall  be  correspond-  effect  and  applicable  to  this  contract  on 
ingly  decreased  or  the  amount  of  such  relief,  inclusive  date,  except  taxes  (other 

refund,  or  drawback  shaU  be  paid  to  the  than  Federal  transportation  taxes) ,  from 
Government,  as  directed  ^y  the  Contracting  vvhlch  the  Government,  the  Contractor,  oi 
Officer.  The  contract  price  also  shall  be  cor-  transactions  or  property  covered  by  this 

respondingly  decreased  if  the  Contractor,  contract  are  then  exempt.  Unless  specifi- 
through  its  fault  or  negligence  or  its  failure  cally  excluded,  duties  are  included  in  the 
to  follow  instructions  of  the  Contracting  contract  price,  and,  if  freight  is  Included  iii 
Officer,  is  required  to  pay  or  bear  the  burden,  .^j^g  contract  price.  Federal  transportation 
or  does  not  obtain  a  refund  or  drawback  of  taxes  are  likewise  Included, 
any  such  tax,  duty.  Interest,  or  penalty.  In-  the  Contractor  is  required  tc 

pAid  or  crcdil^ccl  to  the  Oontr&ctor  p^y  or  l3CAr  the  burdcii—" 
incident  to  a  refund  of  taxes  shall  inure qj  any  tax  or  duty  which  either  wai 
the  benefit  of  the  Government  to  the  extent  npt  to  be  included  in  the  contract  pric( 
that  such  Intei^t  was  earned  after  the  Con-  pursuant  to  the  requirements  of  paragrapl 
tractor  was  paid  or  reimbursed  by  the  Gov-  (b),  or  was  specifically  excluded  from^fh* 
emment  for  such  taxes.  contract  price  by  a  provision  of  this  con- 

(3)  Invoices  or  vouchers  covering  any  ad-  tract;  or 

Justment  of  the  contract  price  pursuant  to  (11)  Of  an  increase  in  rate  of  any  tax  oi 
this  paragraph  (c)  shall  set  forth  the  amount  duty,  whether  or  not  such  tax  or  duty  wai 
thereof  as  a  septate  item  and  shall  identify  excluded  from  the  contract  price;  or 
the  particular  tax  involved.  '  (ill)  Of  any  interest  or  penalty  on  anj 

(4)  Nothing  in  this  paragraph  (c)  shall  be  tax  or  duty  referred  to  in  (i)  or  (ii)  above 
applicable  to  social  security  taxes;  net  in-  the  contract  price  shall  be  corresponding!; 
come  taxes:  excess  {H-ofit  taxes;  capital  stock  increased:  Provided,  That  the  Contracto: 
taxes;  Federal  transportation  taxes,  except  warrants  in  writing  that  no  amount  of  sucl 
changes  in  the  rate  thereof,  including  repeal,  tax,  duty,  or  rate  increase  was  Included  ii 
pertaining  to  shipments  from  the  Contractor  the  contract  price  as  a  contingency  reservi 
to  the  Government;  xmemployment  compen-  or  otherwise:  And  provided  further.  That  li 
sation  taxes;  or  any  State  and  local  taxes,  ability  for  such  tax,  duty,  rate  increase 
except  those  levied  on  or  measured  by  the  interest,  or  penalty  was  not  incurred  througl 
contract  or  sales  price  of  the  services  or  com-  the  fault  or  negligence  of  the  Contreicto 
pleted  supplies  furnished  under  this  con-  or  its  failure  to  follow  instructions  of  th 
tract,  including  gross  Income  taxes,  gross  re-  'Contracting  Officer. 

ceipts  taxes,  sales  and  use  taxes,  excise  taxes,  (2)  If  the  Contractor  is  not  required  t 
or  franchise  or  occupation  taxes  measured  by  pay  or  bear  the  burden,  or  obtains  a  refun( 
sales  or  receipts  from  sales.  or  drawback,  in  whole  or  in  part,  of  an 

(6)  No  adjustment  of  less  than  $100  shall  tax,  duty,  interest,  or  penalty  which  (1 
be  made'  in  the  contract  price  pursuant  to  was  to  be  included  in  the  contract  prlc 
this  paragraph  ^  pursuant  to  the  requirements  of  paragrap! 

(d)  Unless  there  does  not  exist  any  reason-  was  included  in  the  contract  prici 

able  basis  to  sustain  an  exemption,  the  Gov-  the  basis  of  an  increase  iri  th 

emment  airrees  unon  reouert  of  the  Con-  contract  price,  the  contract  price  shall  b 

nHthnnf  AYz-onf-  aa  Correspondingly  decreased  or  the  amount  c 

tractor,  without  further  liabUity  except  as  ^  ®  ^  drawback  shall  h 

otherwise  provided  in  this  contract,  to  arawcacK  man  d 

pald  to  thc  Govcmmcnt,  as  directed  by  th 

from  fnv  thZ  Contracting  Officer.  The  contract  price  als 

trtn  Shall  be  correspondingly  decreas^  if  th 

Contractor,  through  its  fault  or  negligenc 
from  the  c^tTMt  pr^e,  or  (ii)  any  State  or  faUure  to  follow  instructions  of  th 

local  tax:  Provided,  That  evidence  approprl-  ^  , 

ate  to  establish  exemption  from  duties  will  hnrSJJ.  or  r* 

be  furnished,  and  Government  bills  of  lading  the  burden,  or  does  not  obt^n  a  re 

1^11  ^  fund  or  drawback  of  any  such  tax,  duty,  1e 

terest,  or  penalty.  Interest  paid  or  credits 
Ojnteacti^  Officer.  In  addition,  the  Con-  ^  Contractor  incident  to  a  refund  ( 

tractmg  omcer  ^y  furnish  evidence  ap-  ^  the  Go^ 

proprtate  to  establish  exemption  from  any  g^ment  to  the  extent  that  such  interei 
tax  toat  may,  pursuant  to  this  clause,  ^ve  the  Contractor  was  pal 

rise  ^  either  an  increase  or  decrease  in  the  reimbursed  by  the  Government  for  me 
contract  price.  taxes. 

(e)  (1)  The  Contractor  shall  promptly  ^3)  invoices  or  vouchers  covering  any  at 
notify  the  Contracting  Officer  of  all  matters  justment  of  the  contract  price  pursuant  1 
pertaining  to  Federal,  State,  and  local  taxes  this  paragraph  (c)  shall  set  forth  tl 
and  duties  that  reasonably  may  result  in  amount  thereof  as  a  separate  item  and  sha 
either  an  increase  or  decrease  in  the  contract  identify  the  particular  tax  or  duty  involve 

(4)  Nothing  in  this  paragraph  (c)  sha 

(2)  Whenever  an  Increase  or  decrease  in  he  applicable  to  social  security  taxes;  ii 
the  contract  price  may  be  required  under  come  and  franchise  taxes,  except  such  taxi 
this  clause,  the  Contractor  shall  take  action  as  are  levied  on  or  are  measured  by  sales  ( 
as  directed  by  the  Contracting  Officer,  and  the  receipts  from  sales,  or  the  Contractor’s  poi 
contract  price  shall  be  equitably  adjusted 'to  session  or  use  of  Government-owned  proj 
cover  the  costs  of  such  action,  including  any  erty;  excess  profits  taxes;  capital  stock  taxe 
Interest,  penalty,  and  reasonable  attorney’s  Federal  transportation  taxes,  except  changi 

in  the  rate  thereof,  including  repeal,  pe 

5  11401-2  Alternate  clause  for  cer~  ^  shipments  from  the  Contract! 

8  .a  Auernaie  ciau^  for  cer-  to  the  Government;  unemployment  compel 

tain  negotiatea  contracts.  The  follow-  sation  taxes;  or  property  taxes,  except  su< 
ing  clause  shall  be  Inserted  in  all  negoti-  property  taxes  as  are  assessed  either  on  sp 


Part  12 — Labor 

SUBPART  C — EIGHT-HOUR  LAW  OP  ItU 
(OTHER  THAN  CONSTRUCTION  CONTRACTS) 

In  §  12.303-1  minor  language  (Ganges 
for  clarification  purposes  have  been  made 
and  the  title  revised  to  include  the 
words  “overtime  compensation”.  Section 
12.303-1,  as  revised,  reads  as  follows: 

§  12.303  Contract  clauses. 

§  12.303-1  Clause  for  general  use.  Ex¬ 
cept  for  those  kinds  of  contracts  referred 
to  in  §  12.303-2,  the  contract  clause  re¬ 
quired  by  this  subpart  shall  be  as  follows; 

eight-hour  law  of  1912 — OVERTIMX 
COMPENSATION 

This  contract,  to  the  extent  that  it  is  o( 
a  character  specified  in  the  Eight-Hour  Law 
of  1912  as  amended  (40  U.  S.  Code  324-32S) 
and  is  not  covered  by  the  Walsh-Healej  Pub¬ 
lic  Contracts  Act  (41  U.  S.  Code  36-46),  ii 
subject  to  the  following  provisions  and  ex¬ 
ceptions  of  said  Eight-Hour  Law  of  1912,  M 
amended,  and  to  aU  other  provisions  and  ex¬ 
ceptions  of  said  Law: 

No  laborer  or  mechanic  doing  any  part  c( 
the  work  contemplated  by  this  contract,  in 
the  employ^  of  the  Contractor  or  any  subcwi- 
tractor  contracting  for  any  part  of  the  said 
work  contemplated,  shall  be  required  or  per¬ 
mitted  to  work  more  than  eight  hours  in  any 
one  calendar  day  upon  such  work,  except 
upon  the  condition  that  compensation  is  paid 
to  such  laborer  or  mechanic  in  accordRpea 
with  the  provisions  of  this  clause.  The  wagM 
of  every  laborer  and  mechanic  employed  by 
the  Contractor  or  any  subcontractor  engaged 
in  the  performance  of  this  contract  shall  be 
computed  on  a  basic  day  rate  of  eight  hours 
lier.day;  and  work  in  excess  of  eight  hours 
per  day  is  permitted  only  upon  the  condition 
that  every  such  laborer  and  mechanic  sball 
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_Qpensated  for  all  hours  worked  In  excess 

elaht  hours  per  day  at  not  less  than  one 
we-half  times  the  basic, rate  of  pay.  For 
violation  of  the  requirements  of  this 
*!I^  a  penalty  of  five  doUars  shall  be  im- 
fOT  each  laborer  or  mechanic  for  every 
S^dar  day  in  which  such  employee  is  re¬ 
paired  or  permitted  to  labor  more  than  eight 
^8  upon  said  work  without  receiving 
PJ^pensatlon  computed  in  accordance  with 
Sis  clause,  and  all  penalties  thus  imposed 
be  withheld  for  the  use  and  benefit  of 

tbs  Government. 

i  SITBPART  r — ^WALSH-HEALEY  PUBLIC 
^  CONTRACTS  ACT 

\  Sections  12.601,  and  12.602  have  been 
;  revised  to  reflect  the  DoD  policy  that 
flndings  of  the  Secretary  of  Labor  with 
respect  to  a  firm  found  ineligible  as  a 
■^manufacturer”  or  “regular  dealer,”  be 
extended  to  transactions  of  $10,000  or 
less.  §  12.604  has  been  revised  to  con¬ 
form  to  the  revised  Standard  Form  32. 
Sections  12.601,  12.602  and  12.604,  as 
revi)^,  read  as  follows: 

§  12.601  Statutory  requirement.  In 
accordance  with  the  requirement  of  the 
Wali^-Healey  Public  Contracts  Act  (Act 
of  June  30,  1936,  as  amei^ed;  41  U.  S. 
Code  35-45),  all  contracts  entered  into 
by  any  Department  for  the  manufacture 
or  furnishing  of  supplies  in  any  amount 
exceeding  $10,000  (a)  will  be  with  manu¬ 
facturers  or  regular  dealers,  and  *  (b) 
shall  incorporate  by  reference  the  repre¬ 
sentations  and  stipulations  required  by 
said«Act  pertaining  to  such  matters  as 
minimum  wages,  maximum  hours,  child 
labor,  convict  labor,  and  safe  and  sani¬ 
tary  working  conditions. 

§  12.602  Applicability. 

§  12.602-1  General.  The  requirement 
^  selt  forth  in  §  12.601  applies  to  contracts 
for  the  manufacture  or  furnishing  of 
“materials,  supplies,  articles,  and  equip¬ 
ment”  which  are  to  be  performed  within 
the  geographic  limits  of  the  continental 
United  States,  Alaska,  Hawaii,  Puerto 
lUco,  Virgin  Islands,  or  the  District  of 
Columbia,  and  which  exceed  or  may  ex¬ 
ceed  $10,000  in  amount. 

S  12.602-2  Department  of  Labor  reg- 
’  vlations  and  interpretations.  Pursuant 
to  the  Walsh-Healey  Act,  the  Secretary 
of  Labor  has  Issued  detailed  regulations 
and  interpretations  as  to  the  coverage 
of  said  Act,  and  exemptions  and  proce¬ 
dures  thereunder.  These  regulations 
and  interpretations  are  compiled  in  a 
document  entitled  “Walsh-Healey  Pub- 
1  lie  Contracts  Act,  Rulings  and  Interpre- 
I  ,  tations.”  In  addition  to  the  interpreta- 
^  tions  stated  in  that  document,  attention 
is  directed  to  an  opinion  of  the  Depart- 
j  ment  of  Labor  that  contracts  which  are 
I  originally  $10,000  or  less,  but  are  subse¬ 
quently  modified  to  increase  the  price  to 
an  amoimt  in  excess  of  $10,000,  are  sub¬ 
ject  to  the  Walsh-Healey  Act;  and  that 
contracts  in  an  amount  exceeding 
$10,000  which  are  subsequently  modified 
to  a  figure  of  $10,000  or  less,  are  not 
subject  to  said  Act  with  respect  to  work 
performed  after  such  modification  if 
modification  is  effected  by  mutual  agree¬ 
ment. 

§  12.604  Contract  clause.  The  con¬ 
tract  clause  required  by  this  Subpart  P 
shall  be  as  follows: 

No.  104—4 
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WALSH-HEALET  PUBLIC  CONTRACTS  ACT  ' 

If  this  contract  Is  for  the  manufacture  or 
furnishing  of  materials,  supplies,  articles,  or 
equipment  in  an  amount  which  exceeds  or 
may  exceed  $10,000  and  is  otherwise  subject 
to  the  Walsh-Healey-  Public  Contracts  Act, 
as  amended  (41  U.  8.  Code  35-45),  there  are 
hereby  incorporated  by  reference  all  repre¬ 
sentations  and  stipulations  required  by  said 
Act  and  regulations  issued  thereunder  by 
the  Secretary  of  Labor,  such  representations 
and  stipulations  being  subject  to  all  ap¬ 
plicable  rulings  and  interpretations  of  the 
Secretary  of  Labor  which  are  now  or  may 
hereafter  be  in  effect. 

SUBPART  H — NONDISCRIMINATION  IN 
EMPLOYMENT 

Section  12.802  has  been  revised  to  read 
as  follows: 

§  12.802  Basic  requirement.  Con¬ 
tracts  entered  into  by  the  Departments, 
except  as  set  forth  in  §  12.804,  shall  con¬ 
tain  the  following  clause: 

NONDISCRIMINATION  IN  EMPLOYMENT 

(a)  In  connection  with  the  performance  of 
work  under  this  contract,  the  Contractor 
agrees  not  to  discriminate  against  any  em¬ 
ployee  or  applicant  for  employment  because 
of  race,  religion,  color,  or  national  origin. 
The  aforesaid  provision  shall  include,  but 
not  be  limited  to,  the  following:  employ¬ 
ment,  upgrading,  demotion/or  transfer;  re¬ 
cruitment  or  recruitment  advertising;  layoff 
or  termination;  rates  of  pay  or  other  forms 
of  compensation;  and  selection  for  training. 
Including  apprenticeship.  The  Contractor 
agrees  to  poet  hereafter  in  conspicuous 
places,  available  for  employees  and  appli¬ 
cants  for  employment,  notices  to  be  provided 
by  the  Contracting  Officer  setting  forth  the 
provisions  of  the  nondiscrimination  clause. 

(b)  The  Contractor  further  agrees  to  In¬ 
sert  the  foregoing  provision  in  all  sub¬ 
contracts  hereunder,  except  subcontracts 
for  standard  commercial  supplies  or  raw 
materials. 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22,  10  U.  S.  C.  2202) 


Part  13 — Government  Property 

SUBPART  D — INDUSTRIAL  FACILITIES 

A  new  paragraph  (d)  has  been  added 
to  §  13.402,  as  follows; 

§  13.402  Separate  facilities  contract. 
Industrial  facilities  shall  be  provided 
only  under  a  facilities  contract  separate 
from  any  related  contract  for  supplies 
or  services,  except  that  industrial  facili¬ 
ties  may  be  provided  under  suitable 
clauses  in  a  supply  or  service  contract 
which  incorporates  the  applicable  provi¬ 
sions  of  this  Subpart  D. 

(a)  When  the  cumulative  total  acqui¬ 
sition  cost  (actual  or  estimated)  of  the 
Industrial  facilities  provided  to  a  con¬ 
tractor  at  one  plant  or  ^general  location 
does  not  exceed  $50,000 ; 

(b)  When  the  contract  is  for  the  per¬ 
formance  of  construction  work ; 

(c)  When  the  contract  is  for  the  per¬ 
formance  of  work  within  establishments 
or  installations  operated  by  the  Govern¬ 
ment;  or 

(d)  When  the  contract  is  for  the  per¬ 
formance  of  services,  involving  the  op¬ 
eration  of  a  Government-owned  plant  or 
installation,  for  a  specified  period  of 
time,  and  the  facilities  provided  are  to 
be  used  only  in  connection  with  such 
contract. 


3633 

(B.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  S.  O. 
22.  10  U.  S.  C.  2202) 


Part  16 — ^Procurement  Forms 

SUBPART  B — FORMS  FOR  NEGOTMTBD 
PROCUREMENT 

$ 

Section  16.202  has  been  revised  as  fol¬ 
lows: 

§  16.202  Negotiated  contracts  iDD 
Forms  351, 351-1,  and  351-2) . 

(a)  DD  Forms  351  (Negotiated  Con¬ 
tracts)  (Cover  Sheet) ,  351-1  (Schedule) 
and  351-2  (Certificate)  (Signature  Page) 
are  authorized  for  use  in  entering  into' 
negotiated  cost  reimbursement  tjrpe  and 
fixed-price  tjrpe  contracts  except:  (1) 
those  contracts  for  which  DD  Forms 
746,  746-1,  and  746-2  are  prescribed  by 
§  16.203;  (2)  those  procurements  for 
whicl^  purchase  order  forms  are  pre¬ 
scribed  by  Subpart  C  of  this  part;  (3) 
contracts  for  the  construction,  altera¬ 
tion  or  repair  of  buildings,  bridges,  roads 
or  other  kinds  of  real  property;  and  (4) 
those  procurements  for  which  special 
forms  are  prescribed  by  Subpart  E  of  this 
part.  Standard  Form  36  (Continuation 
Sheet)  may  be  used  in  lieu  of  DD  Form 
351-1  (Schedule).  These  forms  may  be 
used  regardlesc  of  dollar  amount,  but 
will  not  be  used  generally  in  procure¬ 
ments  amounting  to  less  than  $5,000. 

<b)^  These  forms  will  be  used  with  ap¬ 
propriate  Geiieral  Provisions  as  pre¬ 
scribed  by  this  Subchapter  or  Depart¬ 
mental  procedures  (see  §§  16.204  and 
16.205). 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22. 10  n.  S.  C.  2202) 

SUBPART  C — ^PURCHASE  AND  DELIVERY  <^l!R 
FORMS 

Section  16.303-2  (e)  has  been  revised 
as  follows: 

§  16.303  Order  for  supplies  or  services 
(DD  Forms  1155,  1155r,  1155c,  and 
1155s). 

§  16.303-2  Conditions  for  use.  •  •  • 

(e)  DD  Form  1155c  (Continuation 
Sheet)  or  Standard  Form  36  (Continua¬ 
tion  Sheet)  shall  be  used  if  additional 
space  is  required,  as  provided  by  Depart¬ 
mental  procedures. 

(R.  S.  161,  secs.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22. 10  U.  S.  C.  2202) 


Part  30 — Appendixes  to  Armed  Services 
Procurement  Regulations 

In  §  30.3  Appendix  C — Manual  for 
control  of  Government  property  in  pos¬ 
session  of  non-profit  research  and  de¬ 
velopment  contractors,  paragraph  207.5 
has  been  revised  to  provide  for  the  main¬ 
tenance  of  summary  stock  records  in  li^u 
of  individual  property  records  for  those 
items  of  plant  equipment  having  a  value 
of  less  than  $500  each.  Paragraph  207.5, 
as  revised,  reads  as  follows: 

207.5  Records  of  plant  equipment,  (a) 
Individual  records  of  each  Item  of  plant 
equipment  shall  be  maintained  unless  8^lm- 
mary  stock  records  are  maintained  as-  pro¬ 
vided  In  (b)  below.  The  following  Informa¬ 
tion  shall  be  available  from  such  records. 

(I)  Name  and  address  of  contractor. 

(II)  Name  and  address  of  manufacturer  of 
the  plant  equipment  item. 
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(lU)  Model  number  of  tbe  plant  equip¬ 
ment  item. 

(Iv)  Year  built  or  acquired. 

(v)  Serial  number. 

(Ti)  U.  S.  OoTenunent  Identification  num¬ 
ber. 

(Til)  Description  and  classification  of  the 
Item. 

<vili)  Acquisition  reference  and  date. 

(lx)  Disposition  reference  and  date. 

(x)  Contract  number  under  which  ac¬ 
quired. 

(xi)  Cost  (F.  O.  B.  Manufacturer). 

(b)  Siunmary  stock  records  may  be  main¬ 
tained  in  lieu  of  individual  property  records 
for  those  items  of  plant  equipment  having 
a  value  of  less  than  $500  each  when  desig¬ 
nated  by  the  contract  administrator  in 
accordance  with  departmental  procedures. 
Full  coxisideratlon  should  be  made  of  the 
contractor’s  existing  property  control  system. 
The  following  information  shall  be  available 
from  such  records: 

(1)  Name  and  address  of  contractor. 

(il)  Description  and  classiflpation  of  the 
Item. 

(ill)  Acqtiisltion  reference  and  date. 

(iv)  Disposition  reference  and  date. 

(v)  Contract  number  under  which  ac- 
qxiired. 

(Vi)  Cost  (F.  O.  B.  Manufacturer).^ 

(vll)  Quantity  received. 

(vill)  Quantity  transferred  or  disposed  of 
as  authorized  in  par.  203  (f )  above. 

(lx)  Balance  on  hand. 

In  adimtlon.  where  s^opropriate  as  determined 
by  the  contract  administrator,  the  serial 
number  or  the  U.  S.  Government  identifica¬ 
tion  niimber  for  each  item  shall  be  recorded 
In  a  permanent  manner  on  the  summary 
stock  record  and  upon  disposition  a  line 
drawn  through  the  appropriate  number. 

(R.  S.  161.  sec.  2202.  70A  Stat.  120;  5  U.  S.  C. 
22,  10  U.  S.  C.  2202) 

G.  C.  Banigirman, 
Director  for  Procurement  Policy, 
Office  of  the  Assistant  Sec- 
retary  of  Defense  (Supply  and 
Logistics) . 

May  21,  1958. 

IF.  R.  Doc.  56-3941;  Filed.  May  26,  1958; 

8:47  a.m.] 


(Arndt.  29] 

Mxsckllaneous  Amendments 

The  following  miscellaneous  amend¬ 
ments  are  made  to  this  subchapter: 

With  one  exception  the  major  changes 
represent  action  taken  in  accordance 
with  the  recommendations  in  the  Thir¬ 
teenth  Report  (H.  Kept.  No.  1168,  dated 
August  14,  1957)  of  the  Military  Opera¬ 
tions  Subcommittee  of  the  House  Com¬ 
mittee  on  Government  Operations. 
Section  2.201  (c)  (16)  has  been  pro¬ 
mulgated  in  response  to  a  recommenda¬ 
tion  in  Subcommittee  Proceedings  No.  3, 
issued  Jime  15,  1957,  by  the  Subcom¬ 
mittee  for  Special  Investigations  of  the 
House  Committee  on  Armed  Services 
(see  Revision  No.  27,  dated  2  January 
1958,  for  other  action  on  this  Report) . 

Part  1 — General  Provisions 

SITBPART  C — GENERAL  POUCIES 

1.  Section  1.307  has  been  revised  to 
provide  for  (i)  written  affirmative  deter¬ 
minations  of  prospective  contractor  re- 
'  sponsibility  to  be  retained  in  contract 
files,  (ii)  assurance  of  availability  of  nec¬ 
essary  facilities,  (iii)  limitations  to  dis- 
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courage  the  practice  of  multiple  bidding, 
(iv)  affidavits  where  necessary  to  prevent 
practices  prejudicial  to  fair  and  open 
competition,  and  (v)  consideration  of 
existing  delinquencies  in  evaluating 
ability  to  comply  with  required  delivery 
schedules.  Section  1.307-1  has  been  re¬ 
vised  to  stress  the  necessity  for  prompt 
execution  of  surveys  and  to  provide  for 
verification  of  information  where  appro¬ 
priate.  Section  1.307-2  has  been  revised 
to  insure  adequate  documentation  of 
contractor  performance  history.  Sec¬ 
tion  1.307,  as  revised,  reads  as  follows: 

§  1.307  Responsible  prospective  con¬ 
tractor.  Prior  to  the  award  of  any  con¬ 
tract  for  supplies  or  services,  the  con¬ 
tracting  officer  shall  make  an  affirmative 
determination  that  the  prospective  con¬ 
tractor  is  responsible.  Affiliated  con¬ 
cerns  (see  §2.201  (c)  (17))  shall  be 
considered  as  separate  entities  in  de¬ 
termining  whether  any  one  of  them  is  a 
responsible  prospective  contractor  (but 
see  Subpart  G  of  this  part  with  respect 
to  status  as  a  sm^U  business  concern). 
This  determination  shall  be  in  writing 
for  all  contracts  (except  those  of  $2,500 
or  less,  utilities  contracts,  and  orders 
under  existing  contracts),  and  may  be 
included  in  a  duplicate  signed  copy  of 
the  Statement  and  Certificate  of  Award 
(Standard  Form  1036)  or  in  any  other 
document  required  for  the  contract  file, 
or  may  be  separately  prepared.  In  any 
case,  such  written  determination  signed 
by  the  contracting  officer  shall  be  re¬ 
tained  in  the  contract  file.  A  responsi¬ 
ble  contractor  is  one  which  meets  all  of 
the  requirements  set  forth  below: 

(a)  Is  a  manufacturer,  construction 
contractor,  or  regular  dealer,  if  the  con¬ 
tract  or  order  calls  for  supplies  (see 
§  1.201-9) ; 

(b)  Has  adequate  financial  resources, 
or  ability  to  secure  such  resources; 

(c)  Has  the  necessary  experience,  or¬ 
ganization,  and  technical  qualifications, 
and  has  or  can  acquire  the  necessary 
facilities  (including  probable  subcon¬ 
tractor  arrangements)  to  perform  the 
proposed  contract  (where  a  bidder  is 
proposing  to  use  the  facilities  of  an  affili¬ 
ate  or  of  a  concern  other  than  the  bidder, 
all  existing  business  arrangements, 
whether  firm  or  contingent,  for  the  use 
of  such  facilities  shall  be  considered  in 
determining  the  ability  of  such'  bidder 
to  comply  with  the  required  delivery  or 
performance  schedule) ; 

(d)  Is  able  to  comply  with  the  re¬ 
quired  delivery  or  performance  schedule, 
taking  into  consideration  all  existing 
business  commitments  (contractors  who 
are  seriously  delinquent  in  current  con¬ 
tract  performance,  when  the  number  of 
contracts  and  the  extent  of  delinquencies 
of  each  are  considered,  shall,  in  the  ab¬ 
sence  of  evidence  to  the  contrary  or  com¬ 
pelling  circumstances,  be  presumed  to  be 
unable  to  fulfill  this  requirement  (d) ) ; 

(e)  Has  a  satisfactory  record  of  per¬ 
formance,  integrity,  judgment,  and 
skills;  and 

(f)  Is  otherwise  qualified  and  eligible 
to  receive  an  award  under  applicable 
laws  and  regulations. 

Where  It  is  considered  necessary  by 
the  contracting  officer  to  prevent  prac¬ 


tices  prejudicial  to  fair  and  open  conme.  ^ 
tition  or  for  other  reasons,  prospe^ 
contractors  may  be  required  to  sSI 
affidavits  concerning  any  of  the  req^ 
ments  enumerated  in  paragraph!^ 
through  (f )  of  this  section,  and  Compaq 
ownership  and  control  (but  see  12^ 

(c)  (17)). 

§  1.307-1  Pre-award  survey,  (a)  i 
pre-award  survey  is  a  qualification  check 
to  determine  that  the  prospective 
tractor  is  responsible.  Such  a  surrev 
need  not  cover  all  of  the  requirements 
§  1.307  but  may  be  limited  to  those  re. 
quirements  concerning  which  infgtma, 
tion  available  to  the  contracting  oiigff 
is  insufficient  to  support  a  determinatioii 
or  requires  verification  or  further  analy. 
sis.  Preferably  the  survey  should  be 
made  by  technical  and  financial  special, 
ists  in  the  appropriate  fields,  and  inaj 
include  an  “on  the  spot”  check  of^ 
facilities  of  the  prospective  contractor  1 
Surveys  shall  be  made  promptly  so  li  y 
to  avoid  delays  in  making  awards.  ( 

(b)  Except  as  provided  in  paragraph  1 
(c)  of  this  section,  the  contracting  officer  i 
shall  request  a  pre-award  survey  in  each 
procurement  \i^ess  he  has  sufficient  in. 
formation  to  enable  him  to  determine  i 
that  the  prospective  contractor  meets  all 

the  applicable  requirements  of  { 1.S07. 

(c)  Generally,  a  pre-award  survey  wiU 
not  be  required  when: 

(1)  The  purchase  is  to  be  made  under 
a  Federal  Supply  Schedule; 

(2)  The  purchase  is  to  be  made  under 
an  existing  indefinite  delivery  type  ccm. 
tract; 

(3)  The  supplies  are  ofl-the-ahelf 
items  to  be  obtained  from  a  regular 
dealer  or  manufacturer ;  or 

(4)  The  dollar  amount  of  the  pro* 
curement  is  not  sufficient  to  just^  the 
cost  of  a  pre-award  survey,  unless  the 
contracting  officer  has  reason  to  believe 
that  the  prospective  contractor  may  not 
be  responsible. 

§  1.307-2  Experience  data,  (a)  The 
Military  Departments  are  authorized  to 
maintain  such  records  and  experience 
data  as  may  be  deemed  desirable  for  the 
guidance  of  contracting  officers  in  the 
placing  of  new  procurements.  In  mak- 
ing  use  of  such  materials,  contrat^ 
officers  shall  assure  themselves  that  the 
information  contained  therein  is  cur* 
rent.  The  Departments  are  encouraged 
to  exchange  and  confer  concerning  such 
records  and  e^tperience  data  to  the  ex. 
tent  that  the  information  contained 
therein  will  be  mutually  useful. 

(b)  Each  purchasing  office  shall  main* 
tain  appropriate  records  to  insure  the 
availability  of  contractor  performance 
history  on  contracts  which  it  has  placed 
previously.  Special  attention  shall  be 
paid  to.  and  records  in  more  complete 
detail  shall  be  maintained  on  (1)  con¬ 
tractors  who  have  indicated  by  their  past 
actions  that  the  character  of  perform¬ 
ance  on  contracts  is  questionable,  (2)  \ 

new  contractors  whose  reliability  has  not 
been  established,  and  (3)  contractors 
whose  reputation  indicates  the  necessity 
for  vigilance  on -the  part  of  the  con¬ 
tracting  officer. 

2.  Section  1.311  has  been  included  to 
provide  for  more  complete  documents- 
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fuesdau,  May  27,  1958 

tion  of  contract  files.  Section  1.311  reads 
gj  follows: 

*1311  Records  of  contract  actions. 
contract  file  shall  contain  docu- 
Lotion  of  actions  taken  with  respect 
contract,  including  final  disposi- 
tk)n  To  the  extent  that  retained  copies 
of  d^uments  do  not  represent  all  actions 
J^en  suitable  memoranda  or  a  sum- 
statement  of  such  undocumented 
Sons  shall  be  prepared  promptly  and 
^  retained  in  the  contract  file  in 
chronological  order. 

in  S.  161.  Bee.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22, 10  U.  S.  C.  2202) 


Part  2 — ^Procurement  by  Formal 
Advertising 

SUBPART  B — solicitation  OF  BIDS 

A  requirement  has  been  added  to 
12.201  (a)  which  provides  that  the  In- 
Yitation  for  Bids  shall  contain  a  reminder 
of  the  need  for  full,  accurate,  and  com¬ 
plete  information  and  of  the  penalty  for 
ynaUng  false  statements.  Section  2.201 
(c)  has  been  amplified  in  subparagraph 
(xvi)  to  stipulate  a  minimum  bid  accept¬ 
ance  pei^  to  discourage  manipulation 
of  bid  option  periods,  in  subparagraph 
(xviil  to  define  the  term  “aflaiiate”  in  the 
bid  form,  and  in  subparagraph  (xviii)  to 
require  designation  of  producing  loca¬ 
tions.  including  exact  street  address  and 
ownership  of  producing  facilities.  Sec¬ 
tion  2.201,  as  revised,  reads  as  follows; 

S  2.201  Preparation  of  forms.  The 
form  or  forms  to  be  used  in  the  solicita¬ 
tion  of  bids  (see  Part  16,  Subpart  A,  of 
this  subchapter  )  should  contain  substan¬ 
tially  the  following  information  and  any 
other  information  required  by  procedures 
prescribed  by  each  respective  Depart¬ 
ment. 

(a)  Invitation  for  bids.  (1)  Invitation 
number. 

(2)  Name  and  address  of  issuing 
activity. 

(3)  Date  of  issuance. 

(4)  Date,  hour,  and  place  of  opening. 

(5)  Bids  must  set  forth  full,  accurate, 
and  complete  information  as  required  by 
this  invitation  for  bids  (including  at¬ 
tachments).  The  penalty  for  making 
false  statements  in  bids  is  prescribed  in 
18  U.  S.  C.  1001.  Pending  revision  of 
the  bid  forms,  the  foregoing  statement 
shall  be  included  either  on  the  face  of  the 
Invitation  for  Bids  in  bold  type  or 
attached  thereto  in  such  a  manner  as  to 
insure  its  receiving  bidders'  attention. 
In-determining  the  completeness  and  ac¬ 
curacy  of  the  information,  furnished  by 
bidders  on  their  bid  forms,  the  provisions 
of  S  2.404  relative  to  minor  informalities 
or  irregularities  in  bids  shall  be  consid¬ 
ered. 

(b)  Bid.  Bid  blanks  are  to  be  filled  in 
by  the  bidder,  and  each  bid  is  to  be 
executed  in  accordance  with  instructions 
to  bidders. 

(c)  Schedule.  (1)  Number  of  pages. 

i2)  Requisition  (or  other  purchase  au¬ 
thority),  appropriation,  and  accounting 
data. 

(3)  Discount  provisions  (including  the 
removal  of  or  changes  in  standard  dis¬ 
count  provisions  whenever  it  is  expected 
that  prompt-payment  discounts  cannot 


be  taken  according  to  a  time  schedule  set 
forth  in  the  printed  form) . 

(4)  Quantity  of  supplies  or  services  to 
be  furnished  imder  each  item,  and  any 
provision  for  quantity  variation. 

(5)  Description  of  supplies  or  services 
to  be  furnished  under  each  item,  such 
description  to  be  in  accordance  with  the 
provisibns  of  §  1.305  relating  to  specifica¬ 
tions,  and  §  2.201  (d)  relating  to  avail¬ 
ability  and  identification  of  specifica¬ 
tions,  and  with  procedures  prescribed  by 
each  respective  Department. 

(6)  Whenever  specifications  require 
prior  testing  and  qualification  of  prod¬ 
ucts.  the  right  to  reject  bids  offering 
products  which  do  not  meet  this  require¬ 
ment  of  prior  testing  and  qualification 
must  be  expressly  reserved  either  in  the 
specification  itself  or  in  the  Schedule 
(see  §  2.505-2) . 

(7)  Time,  place,  and  method  of  deliv¬ 
ery  (see  §  1.306  of  this  subchapter) , 

(8)  Permission,  if  any,  to  submit  tele¬ 
graphic  bids. 

(9)  Permission,  if  any,  to  submit  alter¬ 
native  bids,  including  alternative  ma¬ 
terials  or  designs. 

(10)  Requirement,  in  the  case  of  ad¬ 
vertising  for  the  construction  of  Naval 
vessels,  that  the  bidder  file  with  his  bid 
the  estimates' on  which  the  bid  is  based. 

(11)  Preservation,  packaging,  pack¬ 
ing,  and  marking  requirements,  if  any. 

(12)  Place,  method,  and  conditions  of 
inspection. 

(13)  Bond  and  surety  requirements,  if 
any. 

(14)  Any  authorized  special  provisions 
relating  to  such  matters  as  progress  pay¬ 
ments,  patent  licenses,  liquidated  dam¬ 
ages,  profit  limitations,  etc. 

(15)  Any  authorized  special  provisions 
relating  to  Govemment-fumished  prop¬ 
erty  proposed  to  be  furnished  for  the 
performance  of  the  contract;  and,  in 
addition,  a  provision  that  if  the  bidder 
plans  to  use,  in  performing  the  work  bid 
upon,  any  items  of  Government  property 
in  the  bidder’s-possessjon  under  a  facil¬ 
ities  contract  or  other  agreement  inde¬ 
pendent  of  the  Invitation  for  Bids,  the 
bidder  shall  so  state  in  the  bid,  and  upon 
request  of  the  contracting  ofBcer,  submit 
evidence  that  a  facilities  contract  of 
other  separate  agreement  authorizes  the 
bidder  to  use  each  item  of  such  Govern¬ 
ment  property  for  performing  the  work 
bid  upon. 

(16)  When  considered  necessary  by 
the  contracting  ofiBcer,  a  requirement 
that  all  the  bids  must  allow  a  period  for 
acceptance  by  the  Government  of  not 
less  than  a  minimum  period  stipulated 
in  the  Invitation  for  Bids,  and  that  bids 
offering  less  than  the  minimum  stipu¬ 
lated  acceptance  period  will  be  rejected. 
The  minimum  period  so ‘stipulated  should 
be  no  more  than  that  reasonably  re¬ 
quired  for  evaluation  of  bids  and  other 
pre-award  processing.  To  accomplish 
the  foregoing,  a  paragraph  substantially 
as  follows  may  be  included  in  the  Sched¬ 
ule  or  other  appropriate  place  in  the  In¬ 
vitation  for  Bids: 

Bid  acceptance  period.  Bids  offering  less 
than _ days  for  acceptance  by  the  Gov¬ 

ernment  from  the  date  of  opening  will 
be  considered  nonresponsive  and  will  be 
rejected.  A  * 


(17)  When  considered  necessary  by 
the  contracting  officer  to  prevent  prac¬ 
tices  prejudicial  to  fair  and  open  com¬ 
petition  (see  §§  1.307  of  this  subchapter 
and  2.403),  a  requirement  that  each 
bidder  submit  with  its  bid  an  affidavit 
concerning  its  affiliation  with  other  con¬ 
cerns.  To  accomplish  the  foregoing,  a 
paragraph  substantially  as  follows  may 
be  included  in  the  Schedule  or  other  ap¬ 
propriate  place  in  the  Invitation  for 
Bids: 

Affiliated  bidders,  (a)  Business  concerns 
are  affiliates  of  each  other  when  either  di¬ 
rectly  or  indirectly  (i)  one  concern  controls 
or  has  the  power  to  control  the  other,  or  (ii) 
a  third  party  controls  or  has  the  power  tm 
control  both. 

(b)  Each  bidder  shall  submit  with  its  bid 
an  affidavit  containing  Information  as 
follows: 

(i)  Whether  the  bidder  has  any  affiliates; 

(ii)  The  names  and  addresses  of  aU  affili¬ 
ates  of  the  bidder;  and 

(iii)  The  names  and  addresses  of  all  per¬ 
sons  and  concerns  exercising  control  or  own¬ 
ership  of  the  bidder  and  any  or  all  of  its 
affiliates,  and  whether  as  common  officers, 
directors,  stockholders  holding  controlling 
interest,  or  otheiwise. 

The  bid  of  a  bidder  who  fails  to  submit  such 
an  affidavit  will  be  considered  nonresponsive 
and  will  be  rejected. 

(18)  When  it  is  reasonably  anticipated 
that  producing  facilities  will  be  required 
in  the  performance  of  the  contract,  a  re¬ 
quirement  that  all  bids,  contain  the 
following  information  concerning  the 
principal  producing  facilities  which  will 
be  used  in  the  performance  of  any  re¬ 
sulting  contract; 

(i)  Exact  location,  including  state, 
city,  street,  number,  etc.  (if  such  designa¬ 
tion  of  principal  producing  facilities  is 
not  feasible,  explain  fully) ;  and 

(ii)  Names  and  addresses  of  owner 
and  operator,  if  other  than  bidder. 

(B.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22.  10  U.  S.  C.  2202) 

SUBPART  D — OPENING  OF  BIDS  AND  AWARB 
OP  CONTRACT 

\ 

Section  2.403  has  been  revised  to  reject 
conditional  or  qualified  bids,  especially 
those  resulting  from  multiple  bidding 
practices.  Section  2.403,  as  revised,  reads 
as  follows: 

§  2.403  Rejection  of  bids.  Where  it 
is  determined  after  opening  but  prior  to 
award  that  the  requirements  of  §  2.201 
(d)  have  not  been  met,  the  invitation 
for  bids  shall  be  cancelled.  Any  bid 
which  does  not,  when  considered  with 
the  Invitation  for  Bids,  sufficiently  de¬ 
scribe  the  item  being  offered,  or  which 
does  not  otherwise  conform  to  the  essen¬ 
tial  requirements  of  the  Invitation  far 
Bids,  shall  be  rejected  (but  see  S  2.404). 
Where  a  bidder  conditions  or  qualifies 
its  bid  by  stipulations  which  mo^y  the 
requirements  of  the  invitation,  such  bid 
shall  be  rejected  as  being  nonresponsive. 
An  example'of  such  a  nonresponsive  bid 
is  one  in  which  the  bidder  stipulates  that 
its  bid  is  to  be  considered  on^  if  prior  to 
the  date  of  award  the  bidder  receives  (or 
does  not  receive)  award  under  a  separate 
procurement  being  conducted.  All  bids 
may  be  rejected  by  the  contracting  offi¬ 
cer  (a)  when  rejection  is  in  the  interest 
of  the  Government,  or  (b)  when  he  finds 


RULES  AND  REGULATIONS 


oontract  OmU  be  amended  to  make  an  equl-  be  waived  when  an  Invitation  for 
table  extension  ot  tbe  delivery  schedule.  requires  a  performance  bond. 

S  7.106-2  Escalation  clause  for  non^  versely,  a  performance  bond  „ 
standard  steel  items,  •  •  •  required  unless  the  Invitation  for 

..-V  .  .. .  X.-.  ,  xw  w  requires  such  a  bond,  or  the  r( 

(h)  As  used  In  this  clause  the  phrase  "the  - 
month  In  which  deUvery  of  supplies  Is  re¬ 
quired  to  be  made  in  accordance  with  the 
terms  of  this  contract”  shall  mean  any 
month  in  which  tmder  the  termtf  of  this  bond  is  required 
contract  a  specific  quantity  of  units  of  the 
supplies  caUed  for  by  this  contract  is  re¬ 
quired  to  be  deUvered:  Provided,  however. 

That  in  case  the  failure  of  the  Contractor 
to  make  delievry  of  such  quantity  shall  have 
arisen  out  of  causes  beyond  the  control  and 
without  the  fault  or  negligence  of  the  Con¬ 
tractor,  within  the  meaning  of  paragraph  (c) 
of  the  clause  of  this  contract  entitled  "De- 
faiUt,”  the  quantity  not  delivered  shaU  be 
required  to  be  delivered  as  promptly  as 
possible  after  the  cessation  of  the  cause 
of  such  failure,  and  the  delivery  schedule 
set  forth  in  this  contract  shall  be  amended 
accordingly. 

§  7.106-3  Escalation  clause  for  stand¬ 
ard  supplies.  *  •  • 

(d)  An  upward  adjustment  in  a  contract 
unit  price  may  be  made  under  this  clause 
only  in  accordeince  with  the  foUowing 
conditions : 

(1)  Such  an  upward  adjustment  shall  be 
made  only  if  the  Contractor’s  applicable  es¬ 
tablished  price  has  increased  subsequent  to 
the  contract  date. 

(2)  No  unit  price  shall  be  Increased  by 
a  percentage  greater  than  the  percentage 
increase  in  the  Contractor’s  applicable  estab¬ 
lished  price. 

(3)  The  aggregate  of  the  increases  in  any 

unit  price  made  under  this  clause  shall  not 
exceed - percent  of  the  original  appli¬ 

cable  contract  unit  price. 

(4)  No  adjusted  unit  price  shall  be  effec¬ 

tive  earlier  than  the  effective  date  of  the 
increase  in  the  applicable  established  price,  Sec. 
or  the  date  of  receipt  by  the  Contracting  1710.1 
Officer  of  the  Contractor’s  request  for  ad-  1710.2 
Justment,  whichever  is  the  later.  1710.3 

(5)  No  upward  adjustment  in  unit  prices  1710.4 
hereimder  shall  apply  to  supplies  which  were  1710.5 
required  by  the  contract  delivery  schedule 
to  be  delivered  prior  to  the  effective  date  of 
the  related  increase  in  the  applicable  estab-  1710.6 
llshed  price,  unless  the  Contractor’s  failure  1710.7 
to  deliver  supplies  in  accordance  with  the  1710.8 
delivery  schedule  results  from  cavises  beyond 
the  control  and  without  the  fault  or  negli-  1710.9 
gence  of  the  Contractor,  within  the  meaning  1710.10 
of  paragraph  (c)  of  the  clause  of  this  con¬ 
tract  entitled  "Default,”  in  which  case  the  1710.11 
contract  shall  be  amended  to  make  an  equi¬ 
table  extension  of  the  delivery  schedule.  1710.12 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  6  U.  S.  C.  iq 

22,  10  U.  S.  C,  2202)  mu.io 

Part  10 — ^Bonds  and  Insurance  ....... 

1710.14 

Section  10.103-1  has  been  revised  to  i7io.i5 
require  submission  of  a  performance  iTio.ie 
bond  within  the  time  specified  in  the  1710.17 
contract,  or,  after  the  expiration  of  a 
10-day  grace  period,  the  initiation  of  Aut* 
termination  for  default  procedures,  der  se< 

Section  10.103-1,  as  revised,  reads  as  ^ 

follows: 

3  CFR, 

S  10.103  Performance  bonds.  . 


in  writing  that  the  bids  are  not  reason¬ 
able.  or  were  not  independently  arrived 
at  in  open  competition,  or  are  collusive, 
or  were  submitted  in  bad  faith:  Provided, 
That,  if  negotiation  is  to  be  used  after 
any  such  rejection  of  all  bids,  the  re¬ 
quirements  of  S  3.215  must  be  satisfied. 
The  originals  of  all  rejected  bids,  and 
any  written  findings  with  respect  to  re¬ 
jection.  shall  be  preserved  with  the  pa¬ 
pers  relating  to  the  proposed  purchase. 
Reports  of  possible  violations  of  the  anti¬ 
trust  laws  or  of  any  other  Federal  crimi¬ 
nal  statutes  relating  to  procurement 
shall  be  made  by  each  respective  Depart¬ 
ment  in  accordance  with  procediures 
prescribed  by  that  Department:  Pro¬ 
vided,  That  any  evidence  of  bids  not 
independently  arrived  at  shall  be  for¬ 
warded  to  the  Department  of  Justice. 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U.  S.  C. 
22.  10  U.  S.  C.  2202) 


Shall  not  he 

f:?  Bid* 
equlrwiw 

of  such  a  bond  is  in  the  interest  titS 
Government  and  not  prejudicial  to  ^ 
other  bidders.  Whenever  a  perfonaanee 

(a)  The  penal  sum  thereof  sba])  ^ 

an  amount  deemed  adequate  by  the  con 
tracting  officer  for  the  protection  of  the 
Government;  and  ^ 

(b)  It  shall  be  furnished  by  the  cob. 
tractor  within  the  time  specified  in  the 
contract;  and  if  it  is  not  so  furnished, 
the  contracting  officer  shall 
contractor  that  if  the  bond  is  not  fur. 
nished  within  10  days  after  receipt  d 
such  notice,  the  contract  shall  be  termi. 
nated  pursuant  to  paragraph  (a)  (ii)  ^ 
the  “Default”  clause  of  §  7.103-11. 

(R.  S.  161,  sec.  2202,  70A  Stat.  120;  5  U  8  e. 
22,  10  U.  S.  C.  2202) 

G.  C.  BANNERHAlr, 

Director  for  Procurement  Polict, 
Office  of  the  Assistant  Sec- 
retary  of  Defense  iSupply  and 
Logistics) . 

Mat  21.  1958. 

[F.  R.  Doc.  58-3942;  Filed,  May  26,  ISM; 
8:47  a.  m.] 


Part  7 — Contract  Clauses 

SUBPART  A — CLAUSES  rOR  FIXED-PRICE 
SUPPLY  CONTRACTS 

Paragraphs  (d)  (5)  of  the  clause  in 
i  7.106-1,  (h)  of  the  clause  in  §  7.106-2, 
and  <d)  (5)  of  the  clause  in  §  7.106-3 
have  been  amended  by  changing  the 
cross-reference  from  paragraph  “(b)” 
to  paragraph  “  (c)  ”  therein.  Paragraphs 
(d)  (5)  of  the  clause  in  i  7.106-1,  (h)  of 
the  clause  in  §  7.106-2,  and  (d)  (5)  of  the 
clause  in  §  7.106-3,  as  amended,  read  as 
follows: 

S  7.106  Price  escalation  clauses  (es¬ 
tablished  prices) . 

S  7.106-1  Escalation  clause  for  basic 
steel,  aluminum,  brass,  bronze  or  copper 
mid  products.  •  •  • 

(d)  An  upward  adjustment  in  a  contract 
Tinit  price  may  be  made  under  this  clause 
only  In  accordance  with  the  following 
conditions: 

(1)  Such  an  upward  adjustment  shall  be 
made  only  if  the  ^  Contractor’s  applicable 
established  price  has  increased  subsequent 
to  the  date  set  for  oi>ening  of  bids  (or  the 
contract  date,  if  this  is  a  negotiated  contract 
rather  than  one  entered  into  by  means  of 
formal  advertising). 

(2)  No  unit  price  shall  be  increased  by  an 
amount  greater  than  the  amount  of  the  in¬ 
crease  in  the  Contractor’s  applicable  estab¬ 
lished  prlcQ. 

(3)  'The  aggregate  of  the  increases  in  any 
tinit  price  made  under  this  clause  shall  not. 

exceed _ percent  of  the  original  appU- 

cable  contract  unit  price. 

(4)  No  adjusted  unit  price  shall  be  effec¬ 
tive  earlier  than  the  effective  date  of  the 
increase  in  the  appUcable  established  price, 
but  if  the  Contractor’s  request  for  adjust¬ 
ment  is  received  by  the  Contracting  Officer 
more  than  ten  days  after  the  effective  date 
of  the  increase  in  the  Contractor’s  applicable 
rate,  no  adjusted  unit  price  shall  be  effective 
earlier  than  the  date  of  receipt  by  the  Con¬ 
tracting  Officer  bf  such  request. 

(5)  No  upward  adjustment  in  unit  prices 
hereunder  shall  apply  to  supplies  which  were 
reqiiired  by  the  contract  delivery  schedule 
to  be  delivered  prior  to  the  effective  date  of 
the  related  increase  in  the  applicable  estab- 
li^ed  price,  unless  the  Contractor’s  failure 
to  deliver  supplies  in  accordance  with  the 
delivery  schedule  results  from  causes  beyond 
the  control  and  without  the  fault  or  negli¬ 
gence  of  the  Contractor,  within  the  meaning 
of  paragraph  (c)  of  the  claiise  of  this  con¬ 
tract  entitled  “Default,"  in  which  case  the 
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IA427  dated  January  16,  1953,  and  Ex- 
JJutive  C»der  10737,  dated  October  29, 
1957. 

81710.2  Definitions.  Except  as  other- 
irise  stated,  the  following  terms  shall 
have  the  following  meanings  when  used 
in  the  regidations  in  this  part: 

(a)  Act.  The  act  of  September  30, 
1950  entitled  “An  Act  To  Authorize  Ped- 
gral  Assistance  to  State  and  Local  Gov¬ 
ernments  in  Major  Disasters  and  for 
Jrther  purposes”  (64  Stat.  1109,  42 
n  s.  C.  1855-1855g),  as  amended,  pop- 
u^iy  known  as  the  “Federal  Disaster 
Act.” 

(b)  Major  disaster.  Means  any  flood, 
drought.  Are,  hurricane,  earthquake, 
gtorm,  or  other  catastrophe  in  any  part 
of  the  United  States  which,  in  the  deter¬ 
mination  of  the  President,  is  or  threatens 
to  be  of  sufficient  severity  and  magnitude 
to  warrant  disaster  assistance  by  the 
iMeral  Government  to  supplement  the 
efforts  and  available  resources  of  States 
and  local  governments  in  alleviating  the 
damage,  hardship,  or  suffering  caused 
thereby,  and  respecting  which  the  Gov¬ 
ernor  of  any  State  (or  the  Board  of  Com¬ 
missioners  of  the  District  of  Columbia) 
in  which  such  catastrophe  may  occur  or 
threaten  certifies  the  need  for  disaster 
assistance  under  the  act,  and  shall  give 
assurance  of  expenditure  of  a  reasonable 
amount  of  the  funds  of  the  government 
of  such  State,  local  governments  therein, 
or  other  agencies,  for  the  same  or  simi¬ 
lar  purposes  with  respect  to  such  catas- 
trc^he; 

(c)  Damage.  Includes  suffering  and 
hardship; 

(d)  United  States.  Includes  the  Dis¬ 
trict  of  Columbia,  Alaska,  Hawaii;  Puerto 
Rico,  and  the  Virgin  Islands; 

(e)  State.  Any  State  in  the  United 
States,  Alaska,  Hawaii,  Puerto  Rico,  and 
the  Virgin  Islands; 

(f)  Local  Government.  Any  coimty, 
city,  village,  town,  district,  or  other  polit¬ 
ical  subdivision  of  any  State,  or  the  Dis¬ 
trict  of  Columbia; 

(g)  Federal  Agency.  Any  department, 
independent  establishment,  government 
corporation,  or  other  agency  of  the  Ex¬ 
ecutive  Branch  of  the  Federal  Govern¬ 
ment  excepting,  however,  the  American 
National  Red  Cross; 

(h)  Governor.  The  Chief  Executive 
of  any  State; 

(i)  Administrator.  The  Federal  CTivil 
Defense  Administrator; 

(j)  Regional  Administrator.  A  Re¬ 
gional  Administrator  of  the  Federal  Civil 
Defense  Administration; 

(k)  Federal  assistance.  Assistance 
which  is  supplementary  to  relief  afforded 
by  State,  local,  or  private  agencies,  and 
not  in  substitution  therefor. 

(l)  Termination.  Termination,  as 
used  in  this  part,  means  completion  of 
all  physical  work  to  be  accomplished  and 
therefore  the  end  of  the  need  for  Federal 
assistance. 

§  1710.3  Policy,  (a)  It  is  the  policy 
of  the  Federal  Civil  Defense  Administra¬ 
tion  to  provide  an  orderly  and  continuing 
means  of  supplemental  assistande  by  the 
Pederal  Government  to  States  and  local 
governments  in  carrying  out  their  re¬ 
sponsibilities  to  alleviate  suffering  and 
damage  resulting  from  major  disasters. 


(b)  It  is  also  the  policy  to  foster  the 
development  of  State  and  local  organiza¬ 
tions  and  plans  for  coping  with  major 
disasters,  and  to  provide  advice  and 
guidance  to  States  and  local  governments 
on  organization  and  planning  to  meet 
the  effects  of  major  disasters  and  to 
assure  the  maximum  application  of  this 
experience  in  preparing  Federal,  State 
and  local  governments  to  meet  the  ef¬ 
fects  of  enemy  attack. 

§  1710.4  Requests  for  Federal  assist¬ 
ance.  (a)  Upon  the  occurrence  or  threat 
of  a  catastrophe  within  a  State  which, 
in  the  opinion  of  its  Governor  (or  the 
Board  of  Commissioners  of  the  District 
of  Columbia)  constitutes,  or  will  consti¬ 
tute,  a  major  disaster  requiring  supple¬ 
mentary  Federal  assistance,  the.  Gover¬ 
nor  shall  present  to  the  Administrator, 
through  the  appropriate  Regional  Ad¬ 
ministrator,  a  request  for  Federal  assist¬ 
ance.  The  request  shall  include  assur¬ 
ance  of  expenditure  of  a  reasonable 
amoimt  of  the  funds  of  State,  local  gov¬ 
ernments,  or  other  agencies  therein,  for 
alleviating  damage  resulting  from  such 
disaster.  In  addition,  the  request  shall 
contain  the  following  information  and 
data: 

(1)  An  estimate  of  the  severity  and 
extent  of  damage  resulting  from  the  dis¬ 
aster  and  the  total  funds,  personnel, 
equipment,  and  material  or  other  re¬ 
sources  required  to  alleviate  such  dam¬ 
age. 

(2)  A  statement  of  action  taken  or 
recommended  to  be  taken  by  the  State 
legislature  or  local  legislative  and  gov¬ 
erning  authorities  with  regard  to  the 
disaster. 

(3)  An  estimate  of  State  and  local 
funds,  personnel,  equipment  and  mate¬ 
rial  or  other  resources,  available  and  to 
be  made  available,  to  alleviate  such 
damage. 

(4)  A  statement  of  the  extent  and  na- 
tiure  of  Federal  assistance  needed,  includ¬ 
ing /in  estimate  of  the  minimunf  Federal 
funHs,  personnel,  equipment,  material  or 
other  resources  necessary  to  supplement 
the  efforts  and  available  resources  of  the 
State  in  alleviating  the  damage. 

(b)  When  the  request  of  a  Governor 
for  Federal  assistance  is  solely  for  agri¬ 
cultural  relief  purposes  and  such  assist¬ 
ance  is  to  be  furnished  by  virtue  of 
authority  other  than  the  act,  and  the 
exercise  of  such  other  authority  is  de¬ 
pendent  upon  the  existence  of  a  major 
disaster  declared  pursuant  ti^the  act, 
the  following  shall  apply:  ^ 

( 1 )  The  Governor  shall  forward  a  copy 
of  his  request  for  Federal  assistance  to 
the  Secretary  of  Agriculture  at  the  same 
time  he  forwards  his  request  to  the  Re¬ 
gional  Administrator  as  provided  in  this 
section. 

(2)  The  Secretary  of  Agriculture  will 
conduct  an  investigation  relative  to  the 
propriety  of  declaring  a  major  disaster 
in  accordance  with  the  delegation  of 
authority  from  the  Administrator  for 
such  purposes,  and  submit  to  the  Presi¬ 
dent,  through  the  Federal  Civil  Defense 
Administrator,  his  recommendation 
.thereon. 

S  1710.5  Processing  the  request  of  a 
Governor  for  a  declaration  of  a  "major 


disaster*^  (a)  The  Regional  Adminis¬ 
trator  shall  forward  Uie  Governor’s 
request,  together  with  his  report  and 
recommendations,  to  the  Administrator. 

(b)  The  Administrator  shall  forward 
the  Governor’s  request  to  the  President, 
together  with  his  recommendation  as  to 
action  by  the  President  thereon.  In  for¬ 
mulating  his  recommendation,  the  Ad¬ 
ministrator  shall  consider: 

(1)  Concerning  a  declaration; 

(i)  The  severity  and  extent  of  the 
disaster; 

(ii)  The  reasonableness  of  State  and 
local  efforts  in  relation  to^the  severity  of 
the  disaster,  the  resources  and  funds 
available  to  State  and  local  governments 
for  the  alleviation  of  damage  resulting 
from  the  disaster,  and  the  operational 
disaster  plans  of  the  State  and  local 
governments; 

(iii)  ’The  extent  and  nature  of  Federal 
assistance  requested; 

(iv)  ’The  report  and  recommendation 
of  the  Regional  Administrator; 

(V)  Any  other  available  information. 

S  1710.6  Initiation  of  Federal  assist¬ 
ance.  Upon  a  declaration  by  the  Presi¬ 
dent  that  a  major  disaster  exists,  the 
Administrator  will  immediately  initiate 
action  to  provide  Federal  -assistance  in 
accordmice  with  such  declaration,  allo¬ 
cation  of  fimds  by  the  President,  appli¬ 
cable  law  and  this  part.  TTie  determina¬ 
tion  of  the  President,  with  respect  to  the 
declaration  of  a  major  disaster,  will  be 
promptly  transmitted  to  the  ciovemor 
of  the  State  concerned. 

§  1710.7  Allocations  to  the  Adminis¬ 
trator.  Upon  allocation  of  funds  by  the 
President  to  the  Administrator  to  pro¬ 
vide  assistance  to  State  and  local  gov¬ 
ernments  in  a  major  disaster,  funds  se 
allocated  may  be  reallocated  by  the  Ad¬ 
ministrator:  (a)  (1)  Upon  a  showing  of 
need,  to  the  State  and  local  governments 
for  utilization  for  the  purposes  of  the 
act;  (2)  for  prdviding  direct  assistance  to 
the  States  for  the  purposes  set  forth  in 
section  3  of  the  act;  and  (b)  for  reim¬ 
bursement  of  any  Federal  agency  for  any 
of  its  authorized  expenditures  , directed 
by  the  Administrator  pursuant  to  sec¬ 
tions  3  and  7  in  connection  with  a  major 
disaster:  Provided,  however.  That  such 
reimbursement  of  Federal  agencies  shall 
be  made  in  accordance  with  the  regula¬ 
tions  of  the  Administrator  and  subject  to 
the  concurrence  of  the  Director  of  the 
Bureau  of  the  Budget. 

§  1710.8  Federal-State  Disaster  As¬ 
sistance  Agreements,  (a)  Upon  the  dec¬ 
laration  of  a  major  disaster,  a  Federal- 
State  Disaster  Assistance  Agreement  will 
be  executed  by  the  Governor  (or  his 
authorized  representative)  acting  for  the 
State  and  the  appropriate  Regional  Ad¬ 
ministrator,  acting  for  the  Federal  Gov¬ 
ernment.  Such  Agreement  shall  provide 
for  the  manner  in  which  Federal  assist¬ 
ance  is  to  be  made  available.and  contain 
the  assurance  of  the  State  that  a  reason¬ 
able  amount  of  Jthe  funds  of  the  State, 
local  governments  or  other  agencies 
therein  will  be  expended  in  alleviating 
damage  caused  by  the  disaster.  The 
Agreement  will  also  contain  such  other 
terms  and  conditions  consistent  with  the 
provisions  of  the  act.  Executive  Orders 
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stipulated  in  the  aforementioned  agree-  (2)  When  necessary  to  i^'eseive  dra.  1 
ment.  erty,  protective  and  other  work  shaShU  \ 

(b)  Payments  will  be  made  directly  to  limited  to  the  minimum  amount  nec^ 
the  State  fm:  its  own  use  or  for  the  use  sary  to  prevent  Immediate  . 

of  the  particular  local  government.  such  property. 

<c)  If  a  project  application  is  ap-  (b)  Debris  and  wreckage  clearance  ' 
proved  without  change  by  the  Federal  In  providing  financial  assistance  ^ 
Civil  Defense  Administration,  signed  clearing  of  debris  and  wreckage,  the  foi 
copies  thereof  evidencii^  such  approval  lowing  criteria  shall  apply: 
shall  be  returned  to  the  State.  (1)  Clearing  of  debris  and  wreckasa 

(d)  If  PCDA’s  approval  of  the  project  may  be  accomplished  on  public 

application  is  made  subject  to  revisions  which  is  essential  to  the  ^ 

or  additional  conditions,  the  project  ap-  sumption  of  essential  public  services, 
plication  may  be  given  provisional  apJ  (2)  Clearance  of  debris  and  wreckagi 
proval  and  returned  to  the  State  (and  may  also  be  accomplished  under  thk 
through  the  State  to  the  political  sub-  paragraph  upon  public  or  private  prop, 
division,  if  applicable)  for  consent  to  erty,  when  the  public  health  or  safety  k 
such  revisions  or  additional  conditions,  endangered  or  threatened. 

If  the  State  (and  the  political  subdivi-  (c)  Emergency  repairs  and  temporan 
Sion,  if  applicable)  accepts  such  revisions  replacements.  In  providing  finandalw, 

or  additional  conditions,  it  shall  so  sig-  sistance  for  making  emergency  repairs  to 

nify  by  signing  and  returning  the  proj-  and  temporary  replacements  of  pubUj 
ect  application.  facilities  of  local  governments  whidi 

(e)  If  disapproved,  the  project  appli-  have  been  damaged  or  destroyed,  the 
cation  shall  be  returned  to  the  State  following  criteria  shall  apply: 

with  a  statement  of  the  reasons  for  such  (1)  Emergency  repairs  and  temporsij 
disapproval.  replacements  shall  be  made  only  to  those 

(f)  Project  applications  shall  be  sub-  facilities  the  operation  of  which  is  es- 
mitted  not  later  than  ninety  days  fol-  sential  to  health,  safety  or  welfare, 
lowing  the  date  of  the  President’s  (2)  Assistance  in  making  emergency 
declaration  of  a  major  disaster.  If  the  repairs  or  temporary  replacements  shall 
circumstances  of  the  disaster  are  such  be  limited  to  providing  for  the  resump, 
as  to  make  an  immediate  detailed  as-  tion  of  essential  public  services  until  such 
sessment  of  damage  impossible,  the  Re-  time  as  permanent  repairs  or  replace* 
gional  Administrator  may  extend  this  ments  may  be  made,  except  whmi  specifl. 
period  provided  that  the  extension  does  cally  authorized  by  the  Adminirtrator 
not  cotifiict  with  the  time  limits  estab-  pursuant  to  subparagraph  (3)  of  thk 


1(>427  and  10737,  and  this  part,  as  the 
Administrator  may  require,  including 
but  not  limited  to  a  clause  which  con¬ 
tains  the  Nrequirements  set  forth  in 
S  1710.16. 

(b)  The  Agreement  may  provide  for 
assistance  to  be  furnished  by  other  Fed¬ 
eral  agencies,  financial  assistance  to  be 
furnished  for  protective  and  other  work 
for  the  protection  of  life  and  property, 
debris  and  wreckage  clearance,  and 
emergency  repairs  and  temporary  re¬ 
placement  of  essential  public  facilities  of 
local  govm'nments,  or  other  assistance 
to  be  provided  pursuant  to  the  act  and 
in  accordance  with  this  part. 

(c)  In  the  event  the  President  has 
allocated  funds  to  the  Administrator  for 
use  in  connection  with  a  major  disaster, 
every  Federal-State  Disaster  Assistance 
Agreement  shall  contain  the  following 
provision: 

Federal  assistance  under  this  Agreement 
and  applicable  law  and  regulations  shall  not 
exceed  the  stun  of  $ _ _  This  sum  in¬ 
cludes  the  amount  of  $ _ to  be  reserved 

'by  the  Administrator  for  such  reallocations 
as  he  deems  proper,  including  such  amount 
as  he  may  determine  necessary  fca:  the  re- 
imbtusement  of  other  Federal  agencies  for 
their  expenditxues  in  connection  with  fiu:- 
nishing  assistance  in  this  disaster.  Not 

more  than  $ _ _  shall  be  available  for 

transfer  to  the  State  imder  this  Agreement, 
and  project  applications  submitted  under 
this  Agreement  and  FCDA  regulations  wiil 
xxot  be  approved  in  excess  of  this  amo\mt. 

(d)  In  the  event  funds  are  to  be  trans¬ 
ferred  to  a  State  for  disaster  relief  pur¬ 
poses  under  an  allocation  made  by  the 
Administrator,  every  Federal-State  Dis¬ 
aster  Assistance  Agreement  shall  con¬ 
tain,  and  the  State  and  its  political  sub¬ 
divisions  will  agree  to,  the  following 
provision: 

In  the  event  that  a  State  or  local  govern¬ 
ment  violates  any  of  the  conditions  imposed 
upon  disaster  relief  assistance  under  law, 
this  Agreement  or  FCDA  regulations,  the  Ad¬ 
ministrator  will  notify  the  State  of  said  viola¬ 
tion  and  the  necessary  corrective  measmes, 
and  will  notify  the  State  that  additional  fi¬ 
nancial  assistance  for  the  piupose  of  the 
project  in  connection  with  which  the  viola¬ 
tion  occurred  will  be  withheld  until  such 
violation  has  been  corrected;  Provided,  That, 
If  the  Administrator,  after  such  notice  to  the 
State,  is  not  satisfied  with  the  corrective 
measures  taken  to  comply  with  his  notifica¬ 
tion,  the  Administrator  will  notify  the  State 
that  fiuther  financial  assistance  wUl  be  with¬ 
held  for  the  project  for  which  it  has  been 
determined  that  a  violation  exists,  or  for  all 
or  any  portion  of  financial  assistance  which 
has  or  is  to  be  made  available  to  the  State 
or  local  governments  ifor  the  purpose  of 
disaster  relief  assistance  under  the  provisions 
of  this  Agreement,  FCDA  regulations  and  the 
act. 


§  1710.9  Project  applications,  (a) 
Federal  financial  assistance  shall  be  pro¬ 
vided  on  the  basis  of  project  applications 
submitted  by  the  State  and  local  govern¬ 
ments  and  approved  by  the  Regional 
Administrator  pursuant  to  the  Federal- 
State  Disaster  Assistance  Agreement  ap¬ 
proved  and  in  accordance  with  this  part. 
The  project  application  will  provide  the 
basis  of  a  request  for  an  advance  or  a 
reimbursement  for  such  expenditure: 
Provided,  That  the  total  of  all  advances 
and  requests  for  reimbursement  shall  not 
exceed  the  amount  of  financial  assistance 
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medicine,  food,  and  other  consumable  TITLE  32A— NATIONAL  DEFENSE^ 
supplies  shall  be  made  by  the  American  APPENDIX 

National  Red  Cross  in  accordance  with 

the  Memorandum  of  Understanding  be-  Chapter  I— Office  of  Defense 
tween  the  Federal  Civil  Defense  Admin-  Mobilization 

istration  and  the  American  National  Red  '  _ _  _  _ _ 

Cross.  Nothing  contained  herein  shall  Dwense  Manpower  Pouct 

be  construed  to  limit  or  in  any  way  affect  notice  or  revocation 

American  Na-  authority  vested  in  me 

wonai  Kea  c^ross.  ^^y  Executive  Order  10480  dated  August 

§  1710.15  Changes  effective  July  1,  14,  1953,  the  following  Defense  Man- 
1959.  (a)  Effective  July  1,  1959,  Federal  power  Policies  are  hereby  revoked^ 
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Defense  Manpower  Policy  No.  1,  August  2, 

1951. 16  P.  R.  7676. 

Defense  Manpower  Policy  No.  2,  August  2, 

1961. 16  P.  R.  7677. 

Defense  Manpower  Policy  No.  3,  Augrist  IT. 

1951. 16  P.R.  8213. 

Defense  Manpower  Policy  No.  5.  April  2. 

1952. 17  P.  R.  2837. 

Defense  Manpower  Policy  No.  6.  June  27. 

1962. 17  P.  R.  6764. 

Defense  Manpower  Policy  No.  7,  August  14, 
1952.  17  P.  R.  7390. 

Defense  Manpower  Policy  No.  9,  October 

14. 1952. 17  P.  R.  9096. 

Defense  Manpower  Policy  No.  10,  November 

29. 1962. 17  P.  R.  10810. 

Defense  Manpower  Policy  No.  11,  March  5, 
1963. 18  P.  R.  1240. 

This  .revocation  order  is  efifective 
immediately. 

Dated:  May  22,  1958. 

Office  of  Defense 
Mobilization, 
Gordon  Gray, 

Director. 

[F.  R.  Doc.  58-3946;  Filed,  May  26.  1958; 
8:48  a.  m.] 


TITLE  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  It— Corps  of  Engineers, 
Department  of  the  Army 

Part  203 — ^Bridge  Regulations 

NEW  JERSEY  INTRACOASTAL  WATERWAY  AND 
tributaries;  ST.  FRANCIS  river,  ARKANSAS 

1.  Pursuant. to  the^  provisions  of  sec¬ 
tion  5  of  the  River  and  Harbor  Act  of 
August  18.  1894  (28  Stat.  362;  33  U.  S.  C. 
499),  §203.220  governing  the  operation 
of  bridges  over  the  New.  Jersey  Intra¬ 
coastal  Waterway  and  tributaries  is 
hereby  amended  prescribing  paragraph 
<n)  and  changing  paragraphs  (c),  (d), 
and  (m)  to  govern  the  operation  of  the 
State  Highway  bridge  on  Route  72  over 
Manahawkin  Bay  between  Ship  Bottom 
and  Manahawkin  in  order  to  relieve  con¬ 
gestion  of  highway  traffic  during  the 
summer  months,  to  become  effective  on 
June  1, 1958,  as  follows: 

§  203.220  Neto  Jersey  Intracoastal 
Waterway  and  tributaries,  bridges.  *  *  * 

(c)  *  •  •  Appurtenances  unessential 
for  navigation  shall  include  but  not  be 
limited  to  fishing,  outriggers,  radio  or 
televisim  antennae,  false  stacks,  and 
masts  purely  for  ornamental  purposes. 
Appurtenances  unessential  to  navigation 
will  not  include  flying  bridges,  ^sailboat 
masts,  pile  driver  leads,  spud  frames  on 
hydraulic  dredges,  or  other  items  of 
equipment  clearly  necessary  to  the  in¬ 
tended  use  of  the  vessel. 

(d)  *  •  •,  except  as  provided  in  para¬ 
graphs  (m)  and  (n)  of  this  section  ♦  *  *. 

*  «  •  *  « 

(m)  The  provisions  of  paragraph  (d) 
of  this  section  shall  be  applicable  to  the 
bridge  of  the  Pennsylvania-Reading  Sea¬ 
shore  Lines,  over  Beach  Thorofare  at 
Atlantic  City,  N.  J.,  only  between  the 
hours  of  11:00  p.  m.  and  6:00  a.  m.  daily. 
Between  the  hours  of  6:00  a.  m.  and 
11:00  p.  m.  this  bridge  shall  be  opened 
upon  signal  from  any  vessel  or  craft 


desiring  to  pass  at  any  time  during  the 
periods  from  20  to  30  minutes  past  each 
hour,  but  may  remain  closed  during  such 
peri(^  if  no  vessel  or  craft  give  such 
signal,  provided  that  when  once  opened 
for  the  passage  of  any  vessel  or  craft 
the  said  bridge  shall  remain  open  suf¬ 
ficiently  long  to  permit  the  passage  of 
all  vessels  or  craft  which  may  be  engaged 
in  passing  or  which  may  be  presenting 
itself  for  passage.  Between  such  hours 
(6:00  a.  m.  and  11:00  p.  m.)  this  bridge 
shall  not  be  opened  except  as  provided 
for  in  this  paragraph. 

(n)  On  Saturdays,  Sundays,  and  holi¬ 
days  from  June  15  to  September  14, 1958, 
between  the  hours  of  10:00  a.  m.  and 
6:00  p.  m.,  except  in  emergencies,  the 
lift  span  of  the  State  Highway  bridge  on 
Route  72  over  Manahawkin  Bay  between 
Ship  Bottom  and  Manahawkin  shall  not 
be  required  to  open,  except  at  hourly 
inb^als,  for  those  craft  waiting  to  pass 
through  the  draw,  the  time  of  this  re¬ 
quired  bridge  opening  for  the  passage 
of  the  craft  to  be  confined  as  much  as 
possible  to  the  interval  between  5  min¬ 
utes  before  the  hour  and  5  minutes  past 
the  hour. 

[Regs.,  May  12,  1958,  823.01  (Manahawkin 
Bay,  N.  J.)— ENGWO]  (Sec.  5,  28  Stat.  362; 
33U.S.  C.499) 

2.  Pursuant  to  the  provisions  pf  sec¬ 
tion  5  of  the  River  and  Harbor  Act  of 
August  18, 1894  (28  Stat.  362;  33  U.  S.  C. 
499) ,  i§  203.560,  governing  the  operation 
of  drawbridges  across  the  Mississippi 
River  and  tributaries  where  constant  at¬ 
tendance  of  draw  tenders  is  not  required, 
is  hereby  amended  prescribing  regula¬ 
tions  for  the  cniicago.  Rock  Island  and 
Pacific  Railroad  Company  bridge  and  the 
Arkansas  State  Highway  bridges  at  and 
near  Madison,  Ark.,  changing  paragraph 
(f)  (28)  and  (30)  and  revoking  para¬ 
graph  (f)  (29),  as  follows: 

§  203.560  Mississippi  River  and  its 
tributaries  and  outlets;  bridges  where 
constant  attendance  of  draw  tenders  is 
not  required.  •  •  • 

(f)  Lower  Mississippi  River.  *  *  * 

(58)  St.  Francis  River,  Ark. ;  Arkansas 
State  Highway  bridge  at  Cody.  At  least 
72  hours’  advance  notice  required  to  be 
given  to  the  Division  Maintenance  Su¬ 
perintendent,  Division  No.  1,  Arkansas 
State  Highway  Department,  Wynne,  Ar¬ 
kansas.  Whenever  any  vessel  passing 
through  this' bridge  intends  to  return 
through  it  within  72  hours  and  informs 
the  draw  tender  of  the  probable  time  of 
its  return,  the  draw  ^all  be  opened 
promptly  on  signal  for  the  passage  of  the 
vessel  on 'its  return  trip  without  further 
notice, 

(29)  St.  Francis  River,  Ark,  'IRe- 
voked.l 

(30)  St.  Francis  River,  Ark.;  Chicago, 
Rock  Island  and  Pacific  Railroad  Com¬ 
pany  bridge  at  Madison,  Arkansas  State 
Highway  bridge  at  Madison,  Arkansas 
State  Highway  bridge  near  Madison, 
C?ross  County  Road  Improvement  District 
No.  1  bridge  at  Parkin,  Arkansas  State 
Highway  bridge  at  Marked  Tree,  St. 
Louis-San  Francisco  Railway  Company 
bridge  near  Marked  Tree,  St.  Louis- 
Southwestern  Railway  Lines  bridge  at 


Lunsford,  Arkansas  State  Righvft* 
iHidge  at  Lake  City,  St.  Louis-Sooi? 
western  Railway  Lines  bridge  at  Berto 
St.  Louis-San  Francisco  Railway 
pany  bridge  at  West  Kennett,  St. 
Southwestern  Railway  Lines  biidg^ 
St.  Francis.  The  draws  need  not  ^ 
opened  for  the  passage  of  vessels  em 
paragraphs  (b)  to  (e) ,  inclusive,  of  JbS 
section  shall  not  apply  to  these  brid^ 

[Regs.,  May  12, 1958, 823.01  (St.  PranclsRi,- 
Ark. )  —ENGWO]  (Sec.  5. 28  Stat.  362-  U  Sr 
499)  ’ 

[SEAL]  Herbert  M.  Joins, 

Major  General,  V.  S.  Arrnt 
The  Adjutant  G^ierai. 


[F.  R.  Doc.  58-3953;  Filed,  May  26.  IfiSh 
8:49  a.  m.]  '  ^ 


TITLE  49— TRANSPORTATION 

Chapter  I — Interstate  Commerce 
Commission 


Part  1 — General  Rules  of  PRAcna 

SUBPENAS 

At  a  General  Session  of  the  Interstate 
Commerce  Commission,  held  at  its  office 
in  Washington,  D,  C.,  on  the  I2th  day  of 
May  A.  D.,  1958. 

There  being  under  consideration  { 1.M 
of  the  Commission’s  general  rules  ot 
practice,  and  good  cause  appeartag 
therefor:  'It  is  ordered.  That  §  156  be 
amended  to  read  as  follows: 

§  1.56  Subpenas — (a)  Requests;  par. 
ticularity.  Unless  directed  by  the  Cton* 
mission  upon  its  own  motion,  a  subpena 
to  compel  a  witness  to  produce  documen* 
tary  evidence  will  be  issued  only 
petition  showing'general  relevance  aod 
reasonable  scope  of  the  evidence  sought, 
which  petition  must  also  specify  with 
particularity  the  books,  papers,  or  docu¬ 
ments  desired,  and  the  facts  expected  to 
be  proved  thereby:  Provided,  however, 
That  for  good  cause  shown,  in  lieu  of 
a  petition,  the  request  for  such  a  sub¬ 
pena  may  be  made  orally  upon  the  record 
to  the  officer  presiding  at  the  hearing, 
A  request  for  issuance  of  a  subpena  other 
than  to  compel  the  production  of  docu¬ 
mentary  evidence  may  Vie  made  ether 
by  letter  (original  only  need  be  ffied  with 
the  Commission)  or  orally  upon  the  rec* 
ord  to  the  officer  presiding  at  the  hearing, 
A  showing  of  general  relevance  and  rea¬ 
sonable  scope  of  the  evidence  sought  may 
be  required  and  the  subpena  will  be 
issued  or  denied  accordingly. 

(b)  Issuance.  A  subpena  may  be  is¬ 
sued  by  the  Commission  or  by  the  officer 
presiding  at  the  hearing,  but  only  under 
the  signature  of  the  Secretary  or  (d  i 
member  of  the  Commission.^, 

It  is  further  ordered.  That  this  order 
shall  become  effective  on  Jime  30,  1951 
And  it  is  further  ordered,  Thatnotke 
of  this  order  shall  be  given  to  the  generri 
public  by  depositing  a  copy  thereof  in  thj, 
Office  of  the  Secretary  of  the  Cominii* 
Sion,  Washington,  D.  C.,  and  by  filing  a 
copy  with  the  Director,  Division  of  the 
Federal  Register. 

(Secs.  12, 17,  24  Stat.  383,  as  amended,  886,  N 
amended,  secs.  204,  205,  49  Stat.  646,  M 
amended,  548,  as  amended,  sec.  304,  54  Stat 
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May  2f,  1958 

[  US,  geo.  408,  66  Stat.  286;  49  U.  S  C  H 
'  1^804,306.904.1003)  ' 

^  the  Commission. 

[SUL]  Harold  D.  McCoy, 

Secretary. 

If.  B.  Doc.  68-3944;  Piled.  May  26  loss.' 
8:47  a.  m.j  ’ 


federal  register 


PROPOSED  RULE  MAKING 


5  I  (Rovlflcd  S.  O.  562;  Arndt.  10] 

I  ^  Part  97— Routing  of  Traffic 
I  inOUTING  OF  traffic;  appointment  of 

I  AGENT 

I  At  a  session  of  the  Interstate  Com- 
I  merce  Commission,  Division  3,  held  at  it«? 
I  office  in  Washington.  D.  c.,  on  the  20th 
I  day  of  Majr  A.  D.  1958. 

I  Upon  further  consideration  of  the  nro 
I  Tislons  of  Revised  Service  Order  No  '>89 
I  (14  F.  R.  2697),  as  amended  (16  p  n 
t  3105;  8651;  16  F.  R.  4551;  17  P  R  4R7^: 

I  18P.R.  3048;  19  P.  R.  2966  •’20  P  R 
I  3085;  21  P.  R.  3650;  22  P.  R.  3653)  and 
I  good  cause  appearing  therefor- 
I  /t  is  ordered.  That: 

section  97.562  Rerouting  of  traffic^ 

S”  m’T/o  Revised  Ser^ce 

it  is  hereby,  further 
•mended  by  substituting  the  followiiS 
para^aphs  (a)  and  (d)  hereof  for  para! 
graphs -(a)  and  (d)  thereof:  ^ 

(a)  Charles  W.  Taylor.  Director  t?., 
rau  of  Safety  and  Service,  Interatate 
Commerce  Commission,  Washington  2?  • 

'D,a, thereby  designated  , 

u  ^ent  ot  the  Interstate  Commerce 

Coramtoon  and  vested  wHhauthorUy  to  i 

rerouttog  0? 

taded  and  empty  freight  cars  froni  and  : 

‘he  United  States  wheS-  1 
ever  in  his  opinion  an  emergency  exi*?f<! 
whereby  any  railroad  is  unabl?  tn  mif ^ 
trsOe  currently  over  Ito  S  ‘ 

*  .i.  *  ® 


SECURtTIES  AfiD  EXCHANGE 
h  COMMISSION 

I  17  CFR  Part  249  ] 

Forms  for  Current  Reports 
notice  of  proposed  rule  making 

r  riti£”lnd  Ixchanll™?  **'«  ®“h- 
under  “  miSSr  certoS*®^?" 

•  to  Form  8-K  (5 

:  S-hte-- S’ 

of  1934  °  ^  Securities  Exchange  Act 

otherwisp  security  holders  or 

taS^  to  paSgrapWh 

information  in  rward  to^h^Si  *  m*® 
directors  Thu  ^  the  election  of 

?HxSf-“%Ss 

S  The^tom  t^SSm  \ 

-h  ^aSSf  that 

1934“  “ExchiSTArt'S 

item  reads  as  toUms;  WoPosed  j 


hied  a.  an  exhibit  to  the  r.poS'?n^7o^! 

sutait^“j5eTOSS1?,^®  to 

.to  thi 

tor  public  InSSiuSn  available 

By  the  Commission. 

[SEAL]  OrvaL  L.  DuBoIS. 

May  20,  1958.  Secretary, 

IP-  R.  Doc.  to-S937;  PUed.  May  2,.  t»M; 

.  o«wa.  xn.j  ' 

federal  trade  commission 

f  16  CFR  Part  34  ] 

iPlle  No.  21-464] 

'  Nursery  Industry 


I  XS  Older ‘shall 

KPii*SoSScrch\UT-s’S- 

SLi^“d  h^  ZTti  Xs 

ment" 

ississs- 

^?subSSt  to  th??^  carriers  by  rail- 
Act,  and  u^i  thp  Commerce 

can  Railroads  Ameri- 

aaenlnffh^  ’  Service  Division  as 

aS  subscribing  to  the 

to  the  tor^^i^  tw”  ®«^eemcnt  un- 
tttt  nohM  agreement;  and 

^  ^''Oh  to  the 

S'arw^l.i^i  f ‘heT^^ 

-i£|;3et?SvSro?t^,fe?^ 

o/f  •  u  49  U.  S.  C. 

« -redT4Tt;:i.r.,‘;sr’ 

By  the  Commission,  Division  3. 

Harold  D.  McCoy, 
Secretary. 

■  May  26,  1958; 

0.47  a,  m.] 

No.  104 - 5 


i  o/ se««y  SS-f  1?  to  “  t-Pto 

'  “ if 

di^ctore  ^a“  to3*n‘"'“‘tod  the  Section  ot 

elected  at  SamcMma  a^S  .a'  director 

other  director  wh.Se  tS^  S'timS?'  “'h 
re«or^ntlnued  after  t1?SSSS^'  “  *  “1-, 

voS  3Son  V'thSmee«°'' 
number  St  aJrmSuve 

Of  negative  votes  enof  number 

suchmaS.  to  each 

Instructions.  i  if  onTt  i. 

submitted  to  a  vote  of 

Surt,~TSF£~“-" 

voTi?k^=FSr-- 

of  this  item  the  meaning 

sS'SsSSHsrasss 

Of  auditors^  selection  or  approval 

a,S“h?~“=«  : 

Sem‘,\“r(m“  “i‘3t‘Sii?h"’*  PtoxTS:  I 

elected.  '  nominees  were  * 

talnlng^JS  oon-  l 

to.at■!L"■th”e^^^,sl3r“rrr^i:  I 


!h  "‘1^“  “  awn  oi  oppoKTrowr 

“*  oBjxcTO^  uuooEsnons  oa 

..  =*''•  ‘®®« ««' 
?  nSSmiJ  ^0“^ssion  to  any  and  aU 

:  S?Ste=““^o; 

r  suggestions,  or  objections 

^icuui»es.  hor  this  purpose  thpw 

^ruS^ea^iesrfW^^^ 

'  owttS';iS^“sr“r  ' 

cation  to  “iher  communl- 

not  later  tha^^fw  wis  SS^““ 

X  ^  v3?-be?tt 

M2 

gp^Jra-es^S 

fn  organizations  engaged 

&3P«--”dSiS 

^i^  «e  offSS®e''“®i““-  »Rd  tS 
wincn  are  offered  for  sale  or  sold  fn  f h*. 

general  pubUc.  Indued  arf  S^„^5! 
propagated  sexually  or  asexually  and 


PROPOSED  RULE  MAKING 


whether  grown  In  a  commercial  nursery  industry  were  instituted  pursuant  to  in-  me.  dated  April  4,  1958,  reading 
or  collected  from  the  wild  state.  Such  dustry  application  and  are  directed  to  as  follows:  m 

products  are  customarily  used  for  out-  the  maintenance  of  fair  competitive  con- 
door  planting.  Not  included  are  florists'  ditions  in  the  industry  and  the  full  pro- 
or  greenhouse  plants  solely  for  Inside  tection  of  the  purchasing  public, 
c^tme  or  u^  and  ^ual  vegetable  ^arch  21.  1958. 

plants.  Likewise,  gladiolus  bulbs  and 

corms  are  exclude  inasmuch  as  they  direction  of  the  Commission, 

are  covered  by  trade  practice  rules  [seal]  Robert  M.  Parrish, 

promulgated  January  17,  1952.  Secretary. 

The  proceedings  to  amend  and  extend  [p.  r.  dqc.  5a-3945;  Piled,  May  26,  1958; 
the  existing  trade  practice  rules  for  this  8:47  a.  m.] 


I  hereby  determine  the  damage  In  th* 
lous  areas  of  California  adversely  affe^J^ 
heavy  rainstorms  and  floods  beginning  ^ 
about  February  24.  1958,  to  be 
severity  and  magnitude  to  warrant 
assistance  by  the  Federal  Governing*? 
supplement  State  and  local  effortsT  ^  * 

I  do  hereby  determine  the  foUowfc, 
counties  in  the  State  of  Californian 
have  been  adversely  affected  by 
catastrophe  declared  a  major  disa^ 
by  the  President  in  his  declaraU^ 
April  4.  1958:  “  ” 

Alameda. 

Alpine. 

Amador. 

Butte. 

Calaveras. 

Colusa. 

Contra  Costa. 

Del  Norte. 

El  Dorado. 

Fresno. 

Glenn. 

Humboldt. 

Inyo. 

Kern. 

Kings. 

Lake. 

Lassen. 

Los  Angeles. 

Madera. 

Marin. 

Mariposa. 

Mendocino. 

Merced. 

Modoc. 

Monterey. 

Napa. 

Nevada. 

Orange. 

Dated:  May  20,  1958. 

[seal]  Leo  A.  Hoegr, 

Administrator, 

Federal  Civil  Defense  Administrate 

[F.  R.  Doc.  58-3936;  Filed,  May  26,  USI; 

8:46  a.m.] 


NOTICES 


Placer. 

Pliunas.  ( 
Riverside. 
Sacramento.  ^ 
San  Benito,  -  v  ' 
San  Bemardlso,1 
San  Diego, 

San  Pranclseo.  J 
San  Joaquin.  ■  f 
San  Luis  ObUpo. 

San  Mateo. 
Santa  Barbsra, 
Santa  Clara. 
Santa  Cm*. 
Shasta. 

Sierra. 

Siskiyou. 

Solano. 

Sonoma. 

Stanislaus. 

Sutter. 

Tehama. 

Trinity. 

Tulare. 

Tuolunme. 

Ventura. 

Yolo. 

Yuba. 


DEPARTMENT  OF  THE  TREASURY  arose,  and  its  status  at  the  time  of  the 

report. 

Office  of  the  Secretary  Bond-approving  officers  and  other 

IDept.  Clrc.  670,  Rev.  Apr.  20,  1943,  1958;  agents  Of  the  Government  charged  with 
Supp.  186]  the  duty  of  taking  bonds,  recognizances, 

_ _  ^  ^  —  stipulations  or  undertakings  should  pro- 

Riverside  Insurance  Company  op  ceed  immediately  to  secure  new  bonds, 

where  necessary,  with  acceptable  sure- 
TERMiNATiON  OF  AUTHORITY  TO  QUALIFY  AS  .  ties,  in  lieu  of  bonds  executed  by  River- 
SURETT  ON  FEDERAL  BONOS  Side  Insurance  Company  of  America. 

May  21, 1958.  [seal]  Julian  B.  Baird, 

NoOce  Is  hereby  given  that  the  Cer-  Acting  Secretary  of  the  Treasurv. 

tiflcate  of  Authority  issued  by  the'  Sec-  [P.  R.  Doc.  58-3952;  Filed,  May  26.  1958; 
retary  of  the  Treasury  to  the  Riverside  8:49  a.m.] 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

[Document  179] 

[Classification  52] 

Arizona 

SMALL  TRACT  CLASSIFICATION;  PARTIAL 
REVOCATION  - 

1.  Effective  May  16,  1958,  Federal 
Register  Document  56-6731,  appearing 
on  page  6286  of  the  issue  for  August  21, 
1956,  is  revoked  as  to  the  following  de¬ 
scribed  lands: 

Gila  and  Salt  River  Merioiak- 
T.  4  N.,  R.  3E., 

Sec.  21;  E>4  exclusive  of  patented  mining 
claim. 

Eugene  H.  Newell, 

Acting  State  Supervisor, 
Arizona. 

May  16,  1958. 

[F.  R.  Doc.  58-3934;  Filed,  May  26,  1958; 
8:45  a.  m.] 


*fuesdaU* 

rm  March  10, 1958.  Applicant  amended 
..  ^original  appUcation  in  Docket  No. 
?i3760  requesting  permission  and  ap- 
^val  to  abandon  the  sale  of  gas  pro- 
in  the  subject  docket  stating  that 
KroduClng  wells  in  the  subject  leases 
Sve  become  depleted  to  the  extent  that 
^co'  refused  to  ^accept  deliveries 
l^rom  on  and  after  February  13, 
SS  and  that  the  wells  have  been  shut 
that  date.  Transco  has  stated 
that  It  has  no  objection  to  the  proposed 
Snination  of  service. 

These  related  matters  should  be  heard 
a  consolidated  record  and  disposed 

as  promptly  as  possible  under  the  ap¬ 
plicable  rules  and  regulations  and  to 
thftt  6nd  i 

Take  further  notice  that,  pursuant  to 
toe  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
(jxnmission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  June 
16  1958,  at  9:30  a.  m.,  e.  d.  s.  t„  in  a 
Hearing  Room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.  C.,  concerning  the  matters 
Involv^  in  and  the  issues  presented  by 
such  application:  Provided,  however. 
That  the  Commission  may,  after  a  non- 
eontested  hearing,  dispose  of  the  pro- 
ceetogs  pursuant  to  the  provisions  of 
§1.30  (c)  (1)  or  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for,  un¬ 
less  otherwise  advised,  it  will  be  unnec¬ 
essary  for  Applicants  to  appear  or  be 
represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18CFR  1.8  or  1.10)  on  or  before  June  12, 
1958.  Failure  of  any  party  to  appear  at 
and  participate  in  the  hearing  shall  be 
construed  as  waiver  of  and  concurrence 
in  omission  herein  of  the  intermediate 
decision  procedure  in  cases  where  a  re¬ 
quest  therefor  is  made. 

[sm]  Joseph  H.  GurnmE, 

Secretary. 

|F.  B.  Doc.  58-3947:  Filed,  May  26,  1958; 

8:48  a.  m.] 


[Docket  No.  G-14876] 

Algonquin  Gas  Transmission  Co. 

NOTICE  OF  application  AND  DATE  OF 
HEARING 

May  21,  1958. 

Take  notice  that  Algonquin  Gas  Trans¬ 
mission  Company  (Applicant),  a  Dela¬ 
ware  corporation  with  its  principal  place 
of  business  in  Boston,  Massachusetts, 
filed  an  application  on  April  14,  1958,  as 
aupplemented  on  May  9,  1958,  for  a  cer¬ 
tificate  of  public  convenience  and  neces¬ 
sity,  pursuant  to  section  7  of  the  Natural 
Qas  Act,  authorizing  the  construction 
and  operation  of  natural  gas  facilities  as 
hereinafter  described,  subject  to  the 
jurisdiction  of  the  Commission,  all  as 
more  fully  represented  in  the  application, 
which  is  on  file  with  the  Commission  and 
open  to  public  inspection. 


FEDERAL  REGISTER 

Applicant  seeks  authority  to  con^ruct 
and  operate  a  new  4,000  hp  compressor 
station  on  its  existing  24-inch  main  line 
at  Cromwell,  Connecticut.  The  applica¬ 
tion  states  that  Applicant  owns  and  op¬ 
erates  a  natural  gas  transmission  pipe¬ 
line  system  extending  from  a  connection 
with  its  sole  supplier,  Texas  Eastern 
Transmission  Corporation  (Texas  East¬ 
ern)  ,  near  Lambertville,  New  Jersey,  to 
a  point  near  Boston,  Massachusetts. 
Through  these  facilities  Applicant  pro¬ 
vides  natural  gas  service  to  distribution 
companies  for  resale  to  approximately 
870,000  customers  in  the  New  England 
area.  Applicant  states  that  at  the  pres¬ 
ent  time  there  is  a  margin  of  only  7,150 
Mcf  per  day  between  its  main  line 
capacity  and  its  customers’  peak  day  re¬ 
quirements  for  the  1958-59  winter  season. 

Applicant  further  states  that  the  pro¬ 
posed  facilities  will  improve  its  service  to 
existing  customers  by  increasing  the 
margin  between  its  system  requirements 
and  system  capacity  from  the  7,150  Mcf 
per  day  to  a  total  of  34,563  Mcf  per  day 
during  the  1958-59  winter  season.  This, 
Applicant  states,  would  enable  it  to  in¬ 
sure  adequate  service  to  its  Customers 
in  the  event  of  emergency,  in  addition  to 
enabling  it  to  deliver  some  increased 
quantities  of  gas  in  the  future  and  pro¬ 
vide  operating  flexibility.  No  new  sales 
are  proposed. 

Applicant  estimates  the  total  cost  of 
the  proposed  compressor  station  at 
$1,775,000,  which  will  be  financed 
through  a  loan  from  The  Chase  Man¬ 
hattan  Bank. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end; 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject  to 
the  jurisdiction  conferred  upon  the  Fed¬ 
eral  Power  Commission  by  sections  7  and 
15  of  the  Natural  Gas  Act,  and  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
a  hearing  will  be  held  on  Jime  26,  1958, 
at  9:30  a.  m.,  e.  d.  s.  t.,  in  a  Hearing  Room 
of  the  Federal  Power  Commission,  441 
G  Street  NW.,  Washington,  D.  C.,  con¬ 
cerning  the  matters  involved  in  and  the 
issues  presented  by  such  application: 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30  (c)  (1)  or  (2)  -of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised,  it 
will  be  unnecessary  for  Applicant  to  ap¬ 
pear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  cm  1.8  or  1.10)  on  or  before  June 
16, 1958.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall 
be  construed  as  waiver  of  and  concur¬ 
rence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Joseph  H.  Gutride, 

Secretary. 

[F.  R.  Doc.  58-3948;  Filed,  May  26,  1958; 

8:48  a.  m.] 
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[Docket  No.  G-12452] 

Entrada  Oil  &  Gas  Co.  et  al. 

NOTICE  OF  APPLICATIONS  AND  DATE  OF 
HEARING 

May  22,  1958. 

In  the  matters  of  Entrada  Oil  &  Gas 
Company,  Docket  No.  G-12452 ;  Harry  N. 
Royster,  Docket  No.  GK-12627 ;  The  Amer¬ 
ican  Metal  Company,  Ltd.,  Operator, 
et  al..  Docket  No.  (3-13765 ;  Pacific  North¬ 
west  Pipeline  Corporation,  Docket  No.  O- 
13863 ;  C.  S.  V.  Oil  Exploration  Company, 
Docket  No.  C3-14608. 

Take  notice  that  on  December  6, 1957, 
Pacific  Northwest  Pipeline  Corporation 
^Pacific) ,  a  Delaware  corporation  having 
its  principal  place  of .  business  in  Salt  ' 
Lake  City,  Utah,  filed  an  application  in 
Docket  No.  G-13863,  pursuant  to  section 
7  of  the  Natural  Gas  Act  for  a  certifi¬ 
cate  of  public  convenience  and  necessity 
authorising  the  construction  and  opera¬ 
tion  of  natural  gas  facilities,  consisting  of 
a  440  H.  P.  Compressor  Station,  with  ap¬ 
purtenant  facilities  located  at  the  inter¬ 
section  of  its  existing  6-inch  Bar  X  lat¬ 
eral  supply  pipeline,  and  26-inch  main 
transmission  pipeline  in  Mesa  County, 
Colorado,  to  enable  it  to  purchase  and 
receive  into  its  system  for  transportation 
and  sale  in  interstate  commerce  natural 
gas  produced  in  the  Bar  X  Field,  Grand 
County,  Utah,  and  Mesa  County.  Colo¬ 
rado,  as  more  fully  described  in  ^e  ap¬ 
plication  on  file  with  the  Commission, 
and  open  for  public  inspection.  Take 
further  notice  that  the  applications  have 
been  filed  by  independent  producers  pro¬ 
posing  to  sell  natural  gas  to  Pacific. 

Docket  No.;  Applicant;  and  Date  Filed 

G-12452;  Entrada  Oil  &  Gas  Company; 
April  23,  1957. 

G-12627;  Harry  N.  Royster;  May  23, 1957. 

G-13765:  The  American  Metal  (Company, 
Ltd.,  Operator,  et  al.;  November  19, 1957.  ; 

G-14608;  C.  S.  V.  (Ml  Exploration  (]!ompany: 
March  4,  1958. 

The  foregoing  applications  have  been 
filed  pursuant  to  section  7  of  the  Natural 
Gas  Act  for  certificates  of  public  con¬ 
venience  and  necessity  authorizing  sales 
of  natural  gas  in  interstate  commerce 
to  Pacific  for  resale,  subject  to  the  juris¬ 
diction  of  the  Commission,  as  more  fully 
set  forth  in  the  applications  on  file  with 
the  Commission,  and  open  for  ^public 
inspection. 

Entrada  Oil  &  Gas  Company  (En¬ 
trada)  ,  Harry  N.  Royster  (Royster) ,  The 
American  Metal  Company,  Ltd.,  Opera¬ 
tor,  et  al.  (Climax)  ,*  C.  S.  V.  Oil  Explora¬ 
tion  Company  (C.  S.  VI) ,  propose  to  sell 
to  Pacific  natural  gas  produced  from  the 
previously  undedicated  acreages  and^ 
formations  in  the  Bar  X  Field,  in  Grand 
Coimty,  Utah,  and  Mesa  County, 
Colorado.  " 

Pacific  estimates  its  proposed  initial 
investment  in  facilities  will  be  $150,995, 


^American  filed  on  Its  own  behalf,  and  as 
Operator,  on  behalf  of  The  Frontier  Refining 
Company,  and  Climax  Molybdenum  Com¬ 
pany  (non-operating  co-ownen  and  signatory 
seller  parties).  Climu  Molybdenum  Com¬ 
pany  and  The  American  Metal  Company, 
Limited,  merged  December  30,  1957  and  be¬ 
came  American  Metal  'Climax,  Inc. 
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NOTICES 


[Pile  No.  70-87081  ’ 

Eastern  Utilities  Assocutis  it  4^ 

NOTICE  or  FILING  OF  APPLICATlOM-Dje, 

RATION  REGARDING  PROPOSAL  BT  PaSI 

COMPANY  TO  ISSUE  SHORT-TEIM 

AND  BY  SUBSIDIARIES  TO  ISSUE  ADDm»! 

SHARES  OF  COMMIT  STOCK  ^ 

May  20. 1958 

In  the  matter  of  Eastern  Utilities  ai. 
sociates,  Brockton  Edison  Company  M 
River  Electric  light  Company 

70-3703.  '  ^  Ro.  i 

Notice  is  hereby  given  that  Eastern 
Utilities  Associates  (“EUA”) i 
holding  company,  and  its  puWte-ui^  1 
subsidiaries,  Brockton  Edison  Compm 
(“Brockton”)  and  Pall  River  EleSJ 
Light  Company  (“Pall  River”) ,  have  ^ 
a  joint  application-declaratimi,  pursnS 
to  the  Public  Utility  Holding  ConS 
Act  of  1935  (“act”) ,  regarding  a  prop^ 
by  EUA  to  issue  short-term  notes,  andS 
Brockton  and  Pall  River  to  issue  adffl. 
tional  shares  of  their  authorized  but  un-* 
issued  common  stock.  The  joint  applies, 
tion-declaration  designates  sections  i 
(a) ,  7,  9  (a) ,  10, 12  (c)  and  12  (f)  of  the 
act,  and  Rules  42  (b)  (2) ,  43  and  SO  (s) 
(1).  (a)  (2),  and  (a)  (3)  promnlcatrt 
thereimder.  as  applicable  to  the  propoai 
transactions. 

All  interested  persons  are  referred  to 
the  joint  application-declaratimi  on  Sle 
at  the  office  of  the  Commission  for  1 
statement  of  the  transactions  theitin 
proposed,  which  are  summariied  u 
follows: 

EUA  proposes  to  issue  promissory  nota 
from  time  to  time  during  the  period  end* 
ing  not  later  than  July  1,  1959,  to  Tli 
Pirst  National  Bank  of  Boston,  not  a- 
ceed  an  aggregate  principal  amount  o{ 
$10,600,000  and  not  to  exceed  $2,650, OM 


and  the  cost  thereof  will  be  defrayed  Bonds,  percent  Series,  due  1988.  The 
from  current  funds.  interest  rate  on  the  bonds  (which  will 

These  related  matters  should  be  heard  be  a  multiple  of  Vb  of  1  .percent)  and 
on  a  consolidated  record  and  disposed  of  the  price,  exclusive  of  accrued  Interest, 
as  promptly  as  possible  under  the  appli-  to  be  paid  to  the  company  for  the  bonds 
cable  rules  and  regulations  and  to  that  (which  shall  be  not  less  than  100  per- 
end:  ce^t  nor  more  than  102%  percent  of 

Take  further  notice  that,  pursuant  to  the  principal  amount  thereof)  will  be 
the  authority  contained  in  and  subject  determined  by  th^  competitive  bidding, 
to  the  jurisdiction  conferred  upon  the  The  bonds  are  to  be  issued  imder  and 

Pederal  Power  Commission  by  sections  7  ^ured  by  the  exis^  Ind^ure  of  sociates.  Brockton  Edison 
and  15  of  the  Natural  Gas  Act,  and  the  First  Mortgage  and  Deed  of  Trust  be- 
Commission’s  rules  of  practice  and  pro-  tween  Pall  River  and  State  Street  Trust 
cedure,  a  hearing  will  be  held  on  July  23,  Company,  Trustee,  as  heretofore  supple- 
1958,  at  9:30  a.  m..e.d.  at.,  in  a  Hearing  ,mented,  and  as  to  be  further  supple- 
Room  of  the  Pederal  Power  Commission,  mented  by  a  Third  Supplemental  Inden- 
441  G  Street  NW.,  Washington,  D.  C.,  ture  dated  April  1,  1958. 
concerning  the  matters  involved  in  and  Of  the  net  proceeds  to  be  received  from 
the  issues  presented  by  such  applications:  the  proposed  sale  of  bonds  $940,000  will 
ProDzded,  however.  That  the  Commission  be  appUed  to  the  prepasnnent  of  out- 
may,  after  a  non-contested  hearing,  dis-  standing  short-term  notes;  and  the  ap¬ 
pose  of  the  proceedings  pursuant  to  the  plication  of  the  remainder  of  such 
provisions  of  S  1.30  (c)  (1)  or  (2)  of  the  proceeds,  estimated  at  $2,060,000  to  the 
Commission’s  rules  of  practice  and  pro-  acquisition  of  securities  of  its  subsidiary 
cedure.  Under  the  procedure  herein  pro-  Montaup  Electric  Company.  The  latter 
vided  for,  unless  otherwise  advised,  it  will  transaction  will  be  the  subject  of  a  fur- 
be  unnecessary  for  Applicants  to  appear  ther  application-declaration, 
or  be  represented  at  the  hearing.  The  fees  and  expenses  to  be  incurred 

Protests  or  petitions  to  intervene  may  by  Pall  River  in  connection  with  the 
be  fil^  with  the  Federal  Power  Com-  proposed  transactions  are  estimated  at 
mission,  Washington  25,  D.  in  accord-  an  aggregate  of  $32,000,  including  counsel 
a.nwp  with  the  rules  uf  practice  and  pro-  fees  and  expenses  of  $4,900,  trustee’s  fees 
cedure  (18  CFR  1.8  or  1.10)  on  or  before  and  expenses  (including  counsel  fees) 

July  14,  1958.  Failure  of  any  party  to  $3,450,  independent  appraiser’s  fees  and 
appear  at  and  participate  in  the  hearing  expenses  of  $1,750,  and  accountants’  fees 
shall  be  construed  as  waiver  of  and  con-  of  $1,400. 

currence  in  omission  herein  of  the  inter-  The  fees  and  expenses  of  independent 
mediate  decision  procedure  in  cases  counsel  for  the  underwriters,  which  are 
where  a  request  therefor  is  made.  to  be  paid  by  the  successful  bidder  for 

rsFALl  JOSEPH  H  OUTRIDE  estimated  at  $3,300. 

[SEAL]  JOSEPH  H.  G^iDE,  declaration  states  that  the  pro- 

oecre  y.  posed  issue  and  sale  of  bonds  by  Fall 

[P.  R.  Doc.  58-3949;  Piled,  May  26.  1958;  River  is  subject  to  the  jurisdiction  of 
8:48  a.  m.]  Department  of  Public  Utilities  of  the 


principal  amount  at  any  one  time  out. 
standing.  The  notes  are  to  be  unsecured, 
will  mature  less  than  one  year  fromtl* 
date  of  issuance,  and  bear  interest  at  ao( 
in  excess  of  the  prime  rate  in  effect  8 
the  date  of  issuance.  The  notes  are  to 
be  prepayable  in  whole  or  in  part  witboOt 
penalty.  The  proceeds  from  tbe  pro* 
posed  notes  are  to  be  used  to  purcbai 
additional  shares  of  common  stodi  i. 
Brockton  and  Fall  River  as  shown  beknr, 
prepayment  of  an  outstanding  bank  k)u 
in  the  amoimt  of  $300,000,  and  for  ges. 
eral  corporate  purposes. 

Brockton  proposes  to  issue  and  sell  to 
its  stockholders,  pursuant  to  a  ri^to 
offering,  21,664  additional  shares  of  tto 
authorized  but  unissued  $25  par  vahe 
common  stock,  at  a  price  of  $65  per  shut, 
on  the  basis  of  one  new  share  for  eadi  11 
shares  hel{l  of  record  at  the  time  of  tie 
offering.  EUA,  the  owner  of  253,511 
shares  of  Brockton’s  outstanding  259J)N 
shares  of  common  stock,  proposes  to  I»^ 
chase  its  pro  rata  part  of  such  addit^ 
shares  of  Brockton  common  stock,  soi 
all  such  additional  shares  thereof  as  ut 
not  purchased  by  the  other  holdm 
Brockton  will  apply  the  proceeds  fro 
such  additional  common  stock  to  tbe 
prepasnnent  of  outstanding  short-tea 
bank  loans,  and  to  the  purchase  of  addl* 
tional  securities  of  its  subsidiary  Moo* 
taup  Electric  Company  (“Montaup”). 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[Pile  No.  70-3705] 

Pall  River  Electric  Light  Co. 

NOTICE  OF  FILING  OF  DECLARATION  REGARD¬ 
ING  PROPOSAL  TO  ISSUE  AND  SELL  BONDS 

^  May  20, 1958. 

Notice  is  hereby  given  that  Fall  River 
Electric  Light  Company  (“Pall  River”), 
a  public-utility  subsidiary  of  Eastern 
Utilities  Associates,  a  registered  holding 
company,  has  filed  a  declaration,  pur¬ 
suant  to  the  Public  Utility  Holdii^  Com¬ 
pany  Act  of  1935  (“act”)  regarding  a 
proposal  to  issue  first  mortgage  bonds; 
and  has  designated  sections  6  (a) ,  7  and 
12  (c).  and  Rules  42  (b)  (2)  and  50 
promulgated  under  the  act  as  applicable 
to  the  proposed  transactions. 

All  interested  persons  are  referred  to 
the  declaration  on  file  at  the  office  of 
the  Commission  for  a  statement  of  the 
transactions  therein  proposed,  which  are 
summarized  as  follows: 

Fall  River  proposes  to  issue  and  sell, 
pursuant  to  the  competitive  bidding  re¬ 
quirements  of  Rule  50  promulgated  im¬ 
der  the  act,  $3,000,000  principal  amount 
of  First  Mortgage  and  Collateral  Trust 
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River  proposes  to  issue  and  sell  to 
u.  rfMkholders,  pm-suant  to  a  rights  of- 
frrM  18,771  additional  shares  of  its 
^Shoriz^  but  unissued  $25  par  value 
JLmon  stock,  at  $48  per  share,  on  the 
P^nf  one  new  share  for  each  12  shares 
^of  record  at  the  time  of  the  offer- 
^A,  the  owner  of  220,324  shares 
River’s  outstanding.225,250  shares 
S  common  stock,  proposes  to  purchase 
Its  pro  rata  part  of  such  additional 
jhares  of  Pall  River’s  common  stock,  and 
Xsuch  additional  shares  thereof  as  are 
purchased  by  the  other  holders.  Fall 
River  will  apply  the  proceeds  of  such 
additional  common  stock  to  the  prepay¬ 
ment  of  its  outstanding  short-term  bank 


niuo* 

The  Joint  application-declaration 
States  that  no  State  commission,  and  no 
federal  commission,  other  than  this 
Commission,  has  jurisdiction  over  the 
Ifoposed  transactions  of  EUA;  that  the 
proposed  issuances  and  sales  of  common 
stock  by  Brockton  and  Fall  River  are 
subject  to  the  jurisdiction  of  the  De¬ 
partment  of  Public  Utilities  of  the  Com¬ 
monwealth  of  Massachusetts,  and  that 
petitions  to  such  Department  of  Public 
Utilities  for  authorization  of  such  trans¬ 
actions  have  been  filed. 

The  fees  and  expenses  Including  coun¬ 
sel  fees  to  be  incurred  in  connection  with 
the  proposed  transactions  are  estimated 
at  $635  for  EUA;  $4,400  for  Brockton  and 
$3,800  for  Pall  River. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  June  4, 
19^,  request  in  writing  that  a  hearing 
beheld  in  respect  of  such  matters,  stating 
the  nature  of  his  interest,.the  reasons  for 
such  request,  and  the  issues  of  fact  or  law 
which  he  desires  to  controvert,  or  he  may 
request  that  he  be  notified  should  the 
Cmnmission  order  a  hearing  thereon. 
Any  such  request  should  be  addressed: 
Secretary,  Securities  and  Exchange  Com- 
o^on,  Washington  25,  D.  C.  Aj;  any 
time  after  such  date  the  Commission 
may  grant  the  applications  and  permit 
the  declaration  to  become  effective,  as 
Iffovided  by  Rule  23  promulgated  imder 
the  act,  or  the  Commission  may  grant 
exemption  from  its  rules  as  provided  by 
Rules  20  (a)  and  100  thereof,  or  take 
such  other  action  as  it  may  deem  appro¬ 
priate. 


By  the  Commission. 


[skal]  Orval  L.  DuBois, 

Secretary. 


(F.  R.  Doc.  58-3939;  Filed,  May  26,  1958; 
8:46  a.m.] 


(Pile  No.  24S-1609] 

Inspiration  Lead  Co.,  Inc. 

ORDER  TEMPORARILY  SUSPENDING  EXEMP- 
nON,  STATEMENT  OF  REASONS  THEREFOR, 
AND  NOTICE  OF  OPPORTUNITY  FOR  HEARING 

May  21,  1958. 

I.  Inspiration  Lead  Company,  Inc.,  an 
Idaho  corporation,  filed  on  May  2, 1958,  a 
notification  on  Form  1-A  and  an  offering 
circular  relating  to  an  offering  of  2,000,- 


000  shares  of  Its  common  Class  B  non¬ 
assessable  shares  with  debenture  war¬ 
rants  at  15  cents  per  share  for  an  aggre¬ 
gate  offering  of  $300,000  for  the  purpose 
of  obtaining  an  exemption  from  the  reg¬ 
istration  requirements  of  the  Securities 
Act  of  1933,  pursuant  to  the  provisions  of 
section  3  (b)  and  Regulation  A  there¬ 
under, 

n.  The  'Commission  has  reasonable 
cause  to  believe  that  the  offering  circular 
contains  untrue  statements  of  material 
facts  and  omits  to  state  material  facts 
necessary  in  order  to  make  the  state¬ 
ments  made,  in  the  light  of  the  circum¬ 
stances  under  which  they  are  made,  not 
misleading,  particularly  with  respect  to 
the  following; 

A.  The  statement  on  page  1  of  the 
offering  circular  to  the  effect  that  In¬ 
spiration  Lead  Company,  Inc.,  through 
its  wholly  owned  subsidiary  Dayton- 
Inspiration  Gold  Corporation,  had  ac¬ 
quired  from  Dasrton  Consolidated  Mines 
Company  a  35  year  lease  and  working 
agreement  on  certain  valuably  gold  prop¬ 
erties  including  seven  separate  mines  and 
a  cyanidation  dotation  mill  and  that  the 
terms  of  the  lease  and  working  agree¬ 
ment  were  such  as  to  entitle  Dayton- 
Inspiration  Gold  Corporation  to  70 
percent  of  future  profits  in  that  there 
is  a  failure  to  disclose: 

1.  That  the  properties  are  subject  to 
immediate  foreclosure  because  the  $150,- 
000  outstanding  first  mortgage  bonds 
issued  by  Dayton  Consolidated  Mines 
Company  in  1948  due  Jime  1,  1953,  are 
now  in  default  both  as  to  principal  and 
interest; 

2.  Other  hazards  to  the  title  of  the 
properties. 

B.  The  statement  on  page  4  of  the  of¬ 
fering  circular  to  the  effect  that  Dayrton 
Consolidated  Mines  Company,  which  was 
one  of  Nevada’s  leading  gold  producers 
from  1934-1942  until  operations  were 
suspended  by  the  War  Production  Board, 
earned  operating  profits  before  depreci¬ 
ation,  depletion,  and  taxes  of  more  than 
a  million  dollars  in  that  there  is  a  failure 
to  disclose: 

1.  The  marginal  net  profits;  \ 

2.  The  effects  of  infiation  subsequent  to 
1942  on  the  outlook  for  gold  mining; 

3.  Dayrton  Consolidated  Mines  had  se¬ 
cured  public  financing  three  times  since 
1942,  including  a  $150,000  bond  issue  in 
1948,  with  substantially  no  resulting  ore 
production  from  its  mines; 

4.  The  nature  and  extent  of  the  ex¬ 
penditures  already  made  by  the  issuer 
on  the  Dayton  properties,  the  purpose 
thereof  and  the  principal  results; 

5.  The  present  inoperative  condition 
of  the  Dayton  mill  and  any  authoritative 
statement  by  a  qualified  expert  as  to  the 
amount  of  money  necessary  to  recondi¬ 
tion  the  Dayton  mill; 

6.  The  ore  reserve  status  of  the  Dayton 
properties. 

C.  The  offering  circular  states  that 
Inspiration  Lead  Company  will  be  “its 
own  underwriter”  and  provides  for  com¬ 
missions  of  25  percent,  an  aggregate  of 
$75,000,  and  fails  to  disclose  to  whom 
these  commissions  will  be  paid. 


D.  Failure  to  adequately  disclose  that 
Inspiration  Lead  Company  upon  com¬ 
pletion  of  the  offering  will  have  out¬ 
standing  $750,000  of  debenture  warrants, 
that  $450,000  of  debenture  warrants  have 
been  previously  issued  by  Inspiration 
Lead  Company,  that  th^  entire  amount 
of  outstanding  debenture  warrants  is 

.  payable  out  of  50  percent  of  its  net  in¬ 
come,  that  said  net  income  is  dependent 
upon  the  net  profits  of  its  subsidiary, 
Dayton-Inspiration  Gold  Corporation, 
that  the  profits  of  said  subsidiary  are 
derived  only  after  repasrments  of  all  sums 
expended  for  exploration  and  develop¬ 
ment,  and  consist  of  70  percent  of  the 
remaining  profit  after  all  other  expenses. 

E.  Failure  to  disclose  that  Inspiration 
Lead  Company,  under  its  present  man¬ 
agement.  has  not  operated  at  a  profit 
or  been  successful  in  any  of  its  mining 
ventures,  although  in  excess  of  $450,000 
has  been  obtained  fr(Nn  the  public 
through  the  sale  of  its  Class  B  stock  with 
debenture  warrants  and  by  the  levy  of 
assessments  on  its  Class  A  stock.  * 

F.  Failure  to  disclose  that  there  is  no 
market  for  Inspiration  Lead  Company’s 
stock,  either  the  Class  A  assessable  or 
the  Class  B  nbn-assessable  with  deben- 

'  ture  warrants. 

The  Commission  has  reasonable  cause 
to  believe  that  the  Regulation  A  exemp¬ 
tion  is  unavailable  by  reason  of  Rule  261 
(a)  (6)  in  that  a  director  and  officer  of 
Inspiration  Lead  Company,  Inc.  is  sub¬ 
ject  to  pending  injunctive  proceedings 
from  further  violations  of  section  10  (b> 
of  the  Securities  Exchange  Act  of  1934, 
and  Rule  lOb-5  thereimder. 

It  is  ordered.  Pursuant  to  Rule  261  of 
the  general  rules  and  regulations  under 
the  Securities  Act  of  1933,  as  amended, 
that  the  exemption  under  Regulation  A 
of  securities  of  Inspiration  Lead  Com¬ 
pany,  Inc.  pursuant  to  said  notification 
be,  and  it  hereby  is,  temporarily  sus¬ 
pended. 

Notice  is  hereby  given  that  any  per¬ 
sons  having  any  interest  in  the  matter 
may  file  with  the  Secretary  of  the  Com¬ 
mission  a  written  request  for  hearing 
within  thirty  days  herefrom ;  that,  within 
twenty  days  after  receipt  of  such  request, 
the  Commission  will,  or  at  any  tijne  upon 
its  own  motion  may,  set  the  matter  down  > 
for  hearii^  at  a  place  to  be  designated  by 
the  Commission  for  the  purpose  of  deter¬ 
mining  whether  this  order  of  suspension 
should  be  vacated  or  made  permanent, 
without  prejudice,  however,  to  the  con¬ 
sideration  and  presentation  of  additional 
matters  at  the  hearing,  that  if  no  hear¬ 
ing  is  requested  and  none  is  ordered  by 
the  Commission,  the  order  shall  become 
permanent  on  the  thirtieth  day  after  its 
entry  and  shall  remain  in  effect  unless 
or  until  it  is  modified  or  vacated  by  the 
Commission;  and  that  notice  of  the  time 
and  place  for  said  hearing  will  be 
promptly  given  by  the  Commission. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  58-3940;  Filed,  May  26.  1958; 

8:46  a.m.] 


